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"So then U.S. Steel invested $770 million in us” 


An American baby is born every eight seconds—11,000 every day—4,000,000 a year. Our population will 
soon be over 200 million. And as our population grows, our production must grow. We’ll need millions of 
new homes . . . new schools and hospitals . . . new highways to carry 75 million motor vehicles by 1970 
. . . not to mention countless appliances and conveniences that haven’t even been invented yet! 

No temporary setback can stop the growing needs of our population. That’s why United States Steel 
has gone ahead with expenditures totaling $770 million to provide more and better steels for tomorrow’s 


citizens. This is the practical way that we’ve demonstrated our faith in the future. 
USS is a registered trademark 


(ss) United States Steel &.. 
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Good earnings for the telephone company have 


a way of being good for the customer, too 





Everybody has problems. One of ours is 
the rather widespread belief that the sure 
way to low telephone rates is to keep the 


company’s earnings as low as possible. 


Attractive as this may seem at the mo- 
ment, it has distinct hazards for the tele- 
phone user. Handcuffing the company limits 
progress and long-range economies, and will 
lead to poorer service at a higher price than 
the customer would otherwise have to pay. 


BELL TELEPHONE SYSTEM 


This fact is receiving increasing recogni- 
tion by the commissions which regulate tele- 
phone rates and earnings. But it is not 
something that concerns the commissions 
alone. It needs your understanding, too. 


Regulation can only work best in the inter- 
est of all when it is free to act in the interest 
of all on the basis of economic facts. 


Authorizing good earnings for the tele- 
phone company requires wisdom and fore- 
sight and sometimes calls for a high degree 
of political courage. Such action, however, 
in the long run will return the greatest value 


to the public. 


Fortunately, from the standpoint of the 
individual telephone user, our increased rate 
needs, where required, are small. They usu- 
ally come to not more than a few cents a day 
on the average customer’s bill. 
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The Trend of Events 


LIVING ON THE CUFF... The hold-up man and pick- 
pocket may find his pickings getting slimmer and 
slimmer as the citizens of this country turn to 
credit cards instead of carrying a bankroll. 

Already, in addition to the Diners’ Club, we 
have the American Express, Chase Manhattan Bank, 
among others, all offering to pay your bills for 
lining, wining, filling up the gas tank, traveling 
around the country and around the world when- 
ever the fancy strikes you, and then letting you pay 
for it sometime in the future. 

Our pay-as-you-go ancestors will be turning over 
in their graves and wondering how this casting-to- 
the-winds psychology is going to meet the day of 

eckoning. 

Most of our fashionable restaurants, theatres and 
night clubs have for a long time been depending on 
the expense account, which has supplanted sales- 
manship as a means for getting business. 

This type of lavish spend- 


trained to sell on merit but on their debonair per- 
sonalities and the way in which they could non- 
chalantly throw the dollars around, so that today 
in many companies the hair no longer rises on the 
treasurer’s head when he checks an expense ac- 
count. He now merely shrugs his shoulders and 
pays the bills. 

But where is this sort of thing going to lead 
us, for we all know charge accounts merely give 
a fillip to increased and unnecessary buying, and 
department stores tell us that charge customers 
spend about 40% more than those who pay hard 
cash. 

We can only assume, therefore, that this spend- 
charge-and-pay-later technique is a new gimmick 
designed to sell more goods, and is an adaptation 
of the old Keynes plan, sponsored by the New Deal, 
to “spend our way into prosperity”. It is bound to 
have many adherents and repercussions. Let us 

hope for the best. 





ing for entertainment was 
used as a trump-card by 
charming and _ sophisticated 
psychological salesmen in the 
solicitation of government 
orders during the war, and 
reached enormous heights. It 
seems never to have lost its 
popularity, because habits are 
hard to break, and most of 


regular feature. 
these men were never really 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


WELCOME MRS. MARY G. A. 
ROEBLING FIRST LADY 
GOVERNOR OF THE 
AMERICAN STOCK EX- 
CHANGE And about 
time too — because women 
are doing an outstanding job 
in some of the greatest enter- 
prises in the country today. 
(Please turn to page 157) 
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As J See Jt! 


Trouble Brewing In 


7 OW that the last American troops are about to 
4 leave Lebanon and British troops will soon 
depart from Jordan, a semblance of calm seems to 
have been restored to the Middle East. But this is 
no more than a surface reflection. Underneath, the 
agitation and restlessness which has long charac- 
terized this explosive area is continuing in full 
force and another outbreak of violence in the near 
future looms as a strong possibility. 

This does not mean that no changes are taking 
place in the ever fluid Middle East political situa- 
tion. On the contrary, the area is currently under- 
going some very profound political shifts and 
realignments. The most important of these concern 
the position of Egyptian president Gamal Abdel 
Nasser. Nasser is, of course, still the most power- 
ful man in the Arab world, and in any regional 
popularity contest he would win hands down over 
any and all opponents. Nevertheless, there is defi- 
nite evidence that his position is being increasingly 
challenged, and that several of his master plans to 
extend his hold on the Arab world are now back- 
firing. 

The most important challenge to Nasser is cur- 
rently coming from Tunisia’s President Habib 
Bourguiba, the only other truly dynamic person- 
ality in the Arab world. The recent break-off of 
diplomatic relations between Egypt and Tunisia is 
a reflection of this. But it is really only the last 
straw in a battle between these two men that goes 
back quite a few years. It is not generally known 
that Nasser had been trying to eliminate Bourguiba, 
at least politically, as long ago as 1955. In fact, the 
official reason given by Tunisia for its diplomatic 
rupture was that Egypt harbored and supported a 
man whose avowed aim it is to kill Bourguiba and 
replace him as President of Tunisia. 

This man, Salah ben Youssef, prefers terror to 


By John H. Lind 


Nasser’s Backyard 


talk and hates the French more than he loves his 
own people. He broke with Bourguiba because the 
latter wanted to achieve the goal of national inde- 
pendence by means of conferences and compromises 
with the French and, preferably, without blood- 
shed. Ben Youssef had never had too many fol- 
lowers in Tunisia. But he has always enjoyed the 
personal support of Nasser who has made it quite 
clear that he prefers Ben Youssef’s fiercely anti- 
western brand of nationalism to Bourguiba’s pro- 
western one. 

But Ben Youssef’s activities are only one reason 
for the public break between Nasser and Bour- 
guiba. An even more important source of conflict 
is the attempt of both men to exercise control of 
the Algerian government-in-exile. The fact that it 
has moved its headquarters from Tunis to Cairo 
shows that Nasser’s influence is ascending. On the 
other hand, the exiled government’s Premier Fer- 
hat Abbas, is a political moderate who inclines 
toward Bourguiba. 


The outcome of the struggle over control of the 
Algerian rebel movement is of immense importance 
not only to the Arab world but the entire West. 
Bourguiba wishes to see the Algerian civil war 
settled. He has confidence in French Premier De 
Gaulle and seems to feel that the recent elections 
in Algeria have indicated that the rebels do not 
enjoy great popularity among the Arab masses. 
That does not mean that he would like to see the 
Algerian rebel movement just fade out of existence. 
But he apparently believes that by negotiations and 
compromises, a solution can be worked out which 
will satisfy some of the basic aspirations of the 
rebels for autonomy without requiring France to 
withdraw from Algeria. 

Nasser, on the other hand, wants the fight con- 
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tinued, both as a matter of principle and because 
it serves his personal ambitions. It is too early to 
say who will win this battle. But in the North 
African part of the Arab world Bourguiba is likely 
to have more popular influence than Nasser. 

In one important way, Nasser’s attempt to extend 
his control over North Africa has already backfired. 
He «ndoubtedly thought it would help his scheme 
to bring Tunisia and Morocco into the Arab League 
which he more or less dominates. Here he severely 





miscalculated. For as soon as the two countries had 
}joined the League they used its platform to publicly 
tatta' k Nasser’s domination of it. Bourguiba even 
i wen so far as to imply that Egypt rather than 
Fisra'l is the real aggressor in the Middle East, an 
‘incr dibly heretic pronouncement for a member of 
the \rab League. 


Nasser and Iraq 


Sudan Still Rejects Nasser 


Finally, the old conflict between Egypt and the 
Sudan over the utilization of Nile waters is about 
to flare up once more. The Sudan is not at all happy 
about Nasser’s grand scheme of the Aswan Dam, 
for it would mean flooding a considerable area of 
northern Sudan and is also likely to give the Sudan 
less Nile water than it has now. The controversy 
has been dormant for the past year, since nothing 
was done on the Aswan project. But Moscow’s 
recent offer of 100 million rubles has brought it into 
the forefront again. Nasser would like to settle 
the problem by his tried method of replacing the 
anti-Nasser Sudanese government with one ove: 
which he has control. So far, he has failed, despite 
his crude attempts to influence the country’s inter- 

nal political affairs. 
But until the two 








B it North Africa is 
not the only place 
whe e Nasser is en- 
cour tering resistance 
toh s expansion plans. 
Eve: in Iraq, where 
the revolution of last 
July seemed to have 
created such a won- 
ideriul opportunity for 
him, things don’t 
seer to be going his 
way. To be sure, the 
present government of 
Iraq is far more pro- 
Nasser than its pre- 
decessor. But Premier 
Abdul Karim Quasim 
has, so far, conspicu- 
ously avoided the sub- 
ject of political fusion 
with the United Arab 
Republic. In fact, Iraq 
has not even quit the 
Bagdhad Pact, though 
it has not attended its 
recent meetings. Fur- 
thermore, Iraq’s most 
ardent pro-Nasserite, 4 
Co]. Aref, who became /} 
deputy Premier after = 
the revolution, has 
now been effectively 
silenced by first being 
forced out of the gov- 
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Conquest of the Middle East, Chapter Two 


countries can agree on 
their respective shares 
of Nile water the pro- 
ject cannot be carried 
out. In a recent article 
we called attention to 
the alternatives for 
building a water sup- 
ply other than the 
costly Aswan Dam, 
and one can therefore 
wonder whether Rus- 
new offer may 
not be more or less in 
the nature of a grant 
designed to further 
her ambitions in the 
Middle East. 

Since Nasser is bas- 
ically anti-Western 
and is also opposed to 
private foreign in- 
vestments, we may be 
tempted to rejoice at 
his current difficulties. 
But dictators have a 
way of solving one 
type of problem by 
creating another. If 
they are frustrated in 
one direction they are 
likely to seek success 
in another, since suc- 
cess is the only thing 
that keeps them in 
power. Nasser’s sud- 
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ernment and then be- 

ing sent off to Ger- 

many as Iraqi ambassador, a polite form of exile 
for the man who was called “the Nasser of Iraq” 
by his followers. Iraq’s future is still uncertain. 
But at the moment it is maintaining a friendly but 
firm political distance from Egypt and is doing 
nothing to hamper the operations of the foreign oil 
kompanies on its soil. This may not be much, but 
it is a great deal more than the West had expected 
and a great deal less than Nasser must have heped 
for last July when the bodies of King Feisai and 
Premier Nuri Said were dragged through the streets 
of Bagdhad. 
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den outcry that Israel 

is mobilizing may be 
understood in this light. A squirming dictator is 
like a squirming cobra; the more it is cornered the 
more threatening it becomes. 

At the moment his threats are only verbal. But 
the possibility of more direct action can certainly 
not be dismissed. Nasser has never abandoned his 
plan to incorporate Jordan into his emipre. Last 
July he was frustrated in this by the timely landing 
of British parachute troopers there. Now that they 
have left. he would like nothing better than to show 
the world that these landings were just a brief 
interlude with no effect on his long range plans. END 
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Nervous Market 


Upward tendencies in the stock market have been checked. Recent speculative excesses 
invite correction via a sizable reaction or a consolidating phase, whether immediately or 
Basis for a broad liquidating movement is absent. We would defer any over-all ; 


soon. 


expansion of positions in common stocks. Trade up in portfolio adjustments. 


By A. T. MILLER 


The stock market is highly mixed, and its 
previous strong and fairly broad advance has been 
checked, if not halted. The net result over the last 
fortnight was a slight loss of ground by the indus- 
trial average, small gains by the rail and utility 
averages. Rails reached a new recovery high before 
easing late last week, utilities a new postwar high. 

Following six consecutive sessions of retreat by 
the industrial average through October 27, footing 
up to 11.36 points, a brisk rebound developed; and 
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for a brief time, particularly during a jump of 5.34 | 
points last Wednesday, it appeared that the market | 
might be “off to the races” again. But, due to prot | 
taking and less aggressive demand, bulls found 
nothing to enthuse about in the performance duriig 
last week’s final two trading sessions. 

Viewed as a whole, October behavior of the in- 
dustrial list lends support to our thought that the | 
market ought to be due for either an irregular con- | 
solidation phase of some duration or a material'y 
larger corrective sell-off than either 
of the two dips recently seen. Of 
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course, the possibility of some further 
advance for a while cannot be entirely 
ruled out, since neither we nor any- 
body else can precisely predict the 
ultimate in speculative excess. How- 
ever, there is no question about the 
proposition that further excess would 
make the technical position all the 
more vulnerable, thus requiring a pro- 
portionately larger correction. 


The Recent Pattern 


The principal features of the Octo- 
ber market were: (1) by far the heav- 
iest trading volume seen in any month 
in more than 25 years; (2) a net gain 
by the industrial .average less than 
half that of September, a gain by rails 
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market can answer the 
question of just when and 
how much. If measured 
from the recent high, a 
sell-off of 25 to 35 points 
by the Dow Industrial Av- 
erage — or back down to 
roughly the 520-510 area— 
would seem a reasonable 
possibility to allow for. 

It should be emphasized 
that a cooling down of spec- 
ula‘ive-investment enthusi- 
asm and a period of trad- 
ing -range fluctuation, while 





ings do some catching up 
with the market, are one 
thing; a broad liquidating 
movement is something 
quite different. The latter 
gererally requires antici- 
pation of a business reces- 
sio1 and hence is out of the 
present picture. We saw the 
enc of a recession only last 
April. The recovery is still 
young. Its scope over the 
next 12 months may well 
the 
market has allowed for; 
but a shift from recovery 
to another recession is un- 
likely pending a more ad- 
vanced recovery stage. 

Therefore, mark-downs 
in stock prices, whether 
moderate or sizable, can be expected to invite buy- 
ing, especially by well-heeled individual and insti- 
tutional investors. Stocks will remain the only broad 
avenue for capital-gain investment available to 
them, and are not likely to be made really cheap, 
judged, by past standards, until the next bear mar- 
ket comes along for reasons not yet on the horizon. 

Meanwhile, the gyrations of the industrial aver- 
age continue to be much wider in intraday extremes 
than in closing levels. So measured, here is the re- 
cent picture: A high of 549.71 on October 14, a re- 
treat to 529.42 on October 16, a rebound to 548.87 
on October 17, a slide to 530. 94 on October 28, and 
a rally to 546.83 at the best level reached last week. 

The average’s one-year rise of about 126 points 
from the October, 1957 low has been wide, but not 
exceptional. It amounts to approximately 30%. For 
comparison note the advances made in 12 months 
from some earlfer lows: September, 1953, 42%; 
from June, 1949, 31% ; from April, 1942, 47% ; from 
March, 1938, 54%. A 30% rise has made stocks 
high on earnings because (1) the October, 1957, 
low was the highest “bear-market” low on record; 
and (2) industrial earnings, despite recent moder- 
ate improvement, have remained depressed. 





Current Business Trends 
The current business news remains generally 
cheerful. The latest report (for September) showed 
a sizable rise in manufacturers’ new orders. Cut- 
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TREND INDICATORS 


VOLUME N.Y. STOCK EXCHANGE - MILLIONS OF SHARES 
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ting of inventories continued at a slower pace, but 
was still at an annual rate of $2.4 billion. Reported 
building contract awards continued at a high level. 
Automobile output is picking up markedly from re- 
cent extremely low levels, with dealers’ initial or- 
ders for new models reported up from a year ago. 
Steel operations are expected to rise moderately 
further over the near term. Retail trade is fair-to 
middling. 

The biggest part of the 1958-1959 quarter-to- 
quarter rise in the Federal Government’s spending 
has been seen. Stimulus from plant-equipment out- 
lays will be absent for some time ahead. In a mixed 
showing, third-quarter industrial profits were gen- 
erally up from the second quarter, down from a 
year ago. A further current-quarter gain is assured, 
but recovery of total profits to the 1956 peak will 
take plenty of time. 

Long-pull faith in our economy is justified—to a 
degree. Extravagant hopes are not. In the postwar 
boom, largely aided by catching-up demands, total 
corporate profits rose only 12.7% from 1948 to 1956. 
Price inflation has been arrested for some time. Its 
resumption remains “iffy”; and in this competitive 
economy renewal of cost-push-price inflation is more 
likely to restrict than aid profits. Keep your feet on 
the ground. We do not look with favor on most of 
the popular speculations or most of the popular, 
overpriced “growth” stocks. Fairly realistic valua- 
tions in this market are few, but not absent. Con- 
centrate on those issues. — Monday, November 3. 





Al Top Kanking i 


Part One 















United States on Road to Socialism 
-Or is it already there? 


By James J. Butler 


A. eye-opener—this highly important, original feature, by an acknowledged authority on 
politics and government should be read by every businessman and investor. This story 
traces origin and growth of centralized government that began with the New Deal—and takes 


you step-by-step through each new phase to date. . 


. telling an amazing story of gradual 


Federal control of state—local government and their spending—thru absorption of lion's 
share of tax revenue—nicking across-the-country taxpayer about 20%, for Fed. administration. 
This article probes objectively into the steps taken in the direction of big, central 
government—why certain moves were made, what the components were, what was achieved, 
at what cost—and what legacy was left. Parallels will appear. They will raise the question: 
“Was the march to socialism stopped, or only slowed?” 


ARRY L. Hopkins rested against the railing at 
a Maryland race track one autumn afternoon 
in the heyday of the New Deal and summed the 
policies and purposes of the Administration in 
Washington in three words: “Tax, spend, eleet.” 
Hopkins had zoomed from the obscurity of social 
case worker to the rank of Franklin D. Roosevelt’s 
righthand man and all-category adviser. Together 
they had maneuvered the government into a social- 
istic New Order which funneled tax money to 
Washington through a conduit that by-passed City 
Hall and the State House. Then they redistributed 
it according to their own lights and elastic formulae 
but always with a single goal in sight: control. The 
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“team” taxed, spent, and elected. It did more thar 
that: it bequeathed a legacy of central government 
which was to continue up through the present da) 
and in some respects show signs of increasing 
cohesiveness. In this article the genesis of the New 
Deal’s super government will be discussed. The 
mechanism by which merger of local, state, and 
federal powers was accomplished will be set out 
—at the government level. In the article which wil 
follow we shall carry the inquiry a step farther and 
establish how the individual citizen, his allegiance 
and his dependence, became enmeshed in a nationa 
scheme which still holds him tightly. 

FDR’s election ushered in a new era. Decline i 
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influence and scope of state and local government 
bevan. Persons who had only the vaguest notion 
of what “Washington” connoted, soon were to feel 
its hand in almost every aspect of their every-day 
existence. A bureaucratic dictatorship spawned. Be- 
cause 25 years can dim essential facts, it should be 
recalled at this point that the central dictatorship 
was not created over the militant resistance of the 
people, but was responsive to their demand! That 
makes it even more important to pause now and 
concentrate: Is history repeating? 


Absolute Power 


‘he first ingredients of an all-encompassing fe- 
deral government are a strong President and a sub- 
missive Congress. The New Deal began that way: 
FDR dominated the scene to the extent that he was 
able in the first 100 days of his Administration to 
ch: nge the basic structure of our government. He 
had served notice on the country in his campaign 
thet this would come to pass. The voters gave him 
his mandate to take over; majority was enormous. 
This is the blueprint the electors indorsed: 

‘In the event the national emergency still is 
critical, I shall ask the Congress for the remaining 
instrument to meet the crisis—broad Executive 
power to wage a war against the emergency, as 
great as the power that would be given to me if we 
were in fact invaded by a foreign foe.” Dictatorship. 

At another point he expressed in a single sentence 
the concept that was to be the core of the New 
Deal. The numerous bills to curb the powers and 
jurisdiction of the Supreme Court of the United 
States, presented at this year’s session of Congress 
—and almost enacted—give testimony to the fact 
that the Rooseveltian principle has an army of 
adherents today, subscribers to this one-sentence 
declaration : 

“Our Constitution is so simple and practical that 
it is possible always to meet extraordinary needs 
by changes in emphasis and arrangement without 
loss of essential form.” 

One of the first precepts of constitutional govern- 
ment to fall in 1933 was the doctrine of separation 
of powers: Congress, for all practical purposes ab- 
dicated and the legislative and executive depart- 
ments merged in one individual. Only the Supreme 
Court remained a holdout. Roosevelt sought to 
overcome that obstacle by packing the court—in- 
creasing its size by adding three appointees of his 
own selection, who would shift the balance from 
judicial to ministerial function. The importance of 
this is readily apparent: if Congress would pass 
laws concocted by the President and not subject to 
reversal in court, dictatorship would be complete! 

The Senate balked successfully on the court pack- 
ing bill. Yet Congress this year seemed to lack 
awareness that it was on the verge of legislating 
to the same end in the “court reform” measures, 
which have not been killed but will be back on the 
calendar within a few months. 

Here is one of the deadly parallels between the 
50’s and today: an attack, which may yet be suc- 
cessful, on the co-equality of the three branches of 
government. Then, it was a merger of the Presi- 
dency and the judicial system; today, it would be 
the legislative branch which would take over the 
judiciary, making “changes in emphasis and ar- 
rangement without loss of essential form.” 
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14 States That Pay The Bill 


Amount Paid In Taxes For Each Dollar of Federal 
Aid Received (Fiscal 1959) 


State 


Delaware ... 
New Jersey . 
Connecticut 
New York .. 
ee 
Maryland 
Illinois 
Michigan 
Pennsylvania . 
Indiana 
Massachusetts 
Wisconsin 


California 


New Hampshire . 


Tax Paid 


$2.45 
2.40 
2.21 
1.82 
1.69 
67 
.64 
1.59 
1.50 
1.46 
1.34 
1.23 
1.05 
1.02 





Loss 


$1.45 
1.40 
1.21 
82 
69 
.67 


64 
59 
50 
46 
34 


23 
05 
02 


These 14 “Aiding” States will have a Federal tax bill of 
$3,962,000,000, but an “aid” return of $2,573,000,000, 


a net loss of $1,389,000,000. 


34 States That Get Back 
More Than They Pay 


Amount Paid In Taxes For Each Dollar of Federal 


Aid Received (Fiscal 1959) 
Tax Paid 


State 


Florida 
Virginia 
Minnesota 
Rhode Island . 
Washington . 
Texas 

lowa 

Maine 
Missouri 
Kansas 
Nebraska 
Vermont .... 
Colorado 


North Carolina .. 


Montana 
Tennessee 
Kentucky 
Arizona 

West Virginia 
Georgia 


South Carolina . 


Utah . 
Nevada 
Idaho 


North Dakota ..... 


South Dakota ........... 


Alabama 
Louisiana 
Oklahoma 
New Mexico 
Arkansas 
Mississippi 


$0.96 
0.93 
0.90 
0.89 
0.89 
0.79 
0.78 
0.77 
0.71 
0.67 
0.66 
0.66 
0.62 
0.61 
0.57 
0.55 
0.55 
0.52 
0.51 
0.51 
0.49 
0.49 
0.49 
0.48 
0.46 
0.44 
0.42 
0.38 
0.36 
0.36 
0.35 
0.34 
0.31 
0.29 


Gain 
$ .04 
07 
10 
WwW 
WwW 
21 
.22 
.23 
29 
33 
34 
34 
38 
39 
43 
45 
45 
48 
49 
49 
51 
51 
51 
52 
54 
56 
58 
62 
64 
64 


.65 
.66 
69 
71 


These 34 “Aided” States will have a Federal tax bill of 
$2,288,000,000 and an “aid” return of $3,677,000,000, 


a net gain of $1,389,000,000. 
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Accelerating the Process 


Just as President Roosevelt would not have been 
able to centralize government within his own person 
had he not had a congress willing to go along with 
him, none of his successors (the incumbent or 
whoever may come next) can obliterate state func- 
tions unless congress lets him. Much of the New 
Deal’s power came during the first two years of its 
run. In six succeeding elections there was only 
minor turnover in Senate and House. No uprooting, 
no “chasing the rascals out.” If there existed, in any 
of the 435 House election campaigns just ended, 
a trace of an issue challenging the trend toward 
permitting Washington to collect more taxes, spend 
more money, further increase the debt, or poach 
deeper onto the state and local domain, it hasn’t 
come to our attention. The same boys will be back 
again, resignation of some conservatives and defeat 
of others might even accelerate the return to FDR 
thought and action. 


The Keynes Spending Theory Rejected By Britain— 
Adopted By FDR 


On top of the huge debt inherited from the New 
and Fair Deal Administrations, which increased 
the number of taxpayers from 4,044,327 in 1929 to 
57,818,164 in 1955, it supplies that “quick” answer 
to the fallacy of having the government spend us 
into prosperity. 

And now that the government finds taxes and all 
other revenues inadequate to meet Federal ex- 
penditures, it is obliged to finance through deficit 
spending. This is the same as if an individual, hav- 
ing used up all his liquid cash and income, finds it 
necessary to go to a finance company for loans in 
order to carry on in the year ahead because he 
cannot cut his standard of living. And the mortgage 
on his future income will include interest as well as 
repayments, so that he will get deeper and deeper 
into debt. 

Deficit spending is actually a tax on the people’s 








saving which must be met at some future time if 
a monetary inflation is to be avoided, with bank- 
ruptcy the eventual outcome. 

If deficit financing, increased public debt, reckless 
spending, mouting public payrolls are to be the 
future fare of the taxpayers, don’t blame it all on 
the President. He can’t spend a dime, obligate the 
Nation, or even appoint an elevator operator in 
the Federal service unless Congress appropria‘es 
the money. In fact President Eisenhower had to 
censure Capitol Hill this year by use of his veto 
power. And even then he received more spending 
money than he had requested. Congress therefore 
must both be independent and held to accountabili- 
ty: it was neither of these things in New Deal- 
Fair Deal days, and the record of improvement 
reflected today is nothing to applaud. Its trace of 
independence from the Executive is of latter-day 
origin (Ike’s glamor as reflected in polls has only 
recently begun to dim, yet his party is far from 
overwhelmed numerically.) 


They Gave Labor a Finger—Now It Wants An Arm 


The Roosevelt-Truman era saw the pendulum >f | 


management-labor relations swing sharply to tre 
left. Under the aegis of the National Industrial 
Recovery Act and the Wagner Act, unionization 
came into its own. Few will deny that many of thie 
reforms won by the unions were long overdue. But 
the swing continued out of control. The balance 
between the rights of employer and employee be- 
came so distorted in favor of the latter that the 
Taft-Hartley Act was composed as an equalizer. [t 
has had some of the beneficial results envisioned 
by its sponsors. Not all. If anything it has worked 
against break-up of central government. 

To suggest that the supervision of labor-manage- 
ment relations today is an improvement over the 
Wagner Act is to invite challenge. The basic law is 
better, fairer, than it was two decades ago; but 
there has been encouraged an element with the 
vicious capacity to erode the industrial economy: 






































Federal Spending Compared with Nation’s Output 
Expends. Budget Expends. Budget 
Gross as % Surplus Gross as % Surplus 
Federal National of or Federal National of or 
Year Expends.* Product GNP Deficit (—) Year Expends.* Product GNP Deficit (—) 

(Billions) (Billions) (Billions) ————- (Billions) 
1929 wineeoane een $104.4 3.2% 0.7 Ee eee $95.0 $211.3 45.0% $—51.4 
1930. . 3.4 91.5 3.7 0.7 ERE eee 3 98.4 213.5 46.1 —53.9 
1931. os oe 76.2 4.6 — 0.5 Se iiciicichitnictnshancinnsiidaneclia 60.4 209.2 28.9 —20.7 
19372.. . 46 58.4 7.9 — 2.7 Si iciscshecienaussnecdiinduibanieiiasials 39.0 232.2 16.8 0.8 
i silcscsisiastosioniainbiisiinaiads 4.6 55.9 8.2 — 2.6 iesicncuntediniesmnineeetin 33.0 257.3 12.8 84 | 
1934.. . 66 64.9 10.2 — 3.6 SU sichiiaciahilaeipatainanen 39.5 257.3 15.4 —18 =| 
a danscisnnneindpciggimisienndn 6.5 72.5 9.0 — 2.8 RR ee 39.6 285.0 13.9 — 3.1 
oi isaicncsnnnensuansnminsinniin 8.4 82.7 10.2 — 44 Ne idiin snhesictisistnianiansainaieis 44.0 328.2 13.4 3.5 
| ERR: a 7.7 90.7 8.5 — 28 Ee 65.4 346.0 18.9 -—40 | 
i sissiisieicebseonesocihdebaaidiiate 6.8 85.2 8.0 — 12 SU niiaicnndinsgaceibiiciaelasiighicoias 74.2 364.8 20.3 — 9.4 
Sea oiasncsansusnssinnseviciiseisnnins 8.8 91.0 9.7 — 3.9 eee 67.7 393.0 17.2 — 3.1 
UI hicasiiasiaccnsgiitinapiiteniintade 9.0 100.6 8.9 — 3.9 ele biisscesiniiiceintisssnananciaes 64.4 425.1 15.2 — 42 
Spee eikstinsdsussbnsnsnneeneanioiass 13.2 125.8 10.5 — 62 ere hsnetsaissinnnivnsniaiinenening 66.5 435.3 15.3 1.6 
Ee 34.0 159.1 21.4 —21.5 SR oe eres 69.4 440.3 15.8 1.6 
ia tinsichiiaslandicatasiaiinitvccicsdaiee 79.4 192.5 41.1 —57.4 a ciiiisihinsicahinitniiasieiiseniiis 71.9 435.0e 16.6e — 2.8 
*—Fiscal Year. 
e—Estimated. 
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Percentage Distribution of 
Federal, State and Local Government Tax Receipts 
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racketeering and gangsterism on the highest levels 
of trade union authority—defiance of the laws of 
the land under the guise of “fighting for labor’s 
just rights.” And it is building. Congress had the 
opportunity to beat back the vice without doing a 
trace of harm to honest unions, but refused to 
raise a hand! Labor’s barons of special privilege 
still are tightening their grip on the nation through 
the federal government. It must be conceded that 
the unions are fighting in the open: their Political 
Action Committee and other sources of funds and 
manpower are on the battlefront as the Nation gets 
ready for another major election. Like the unions, 
corporations are not permitted to make campaign 
contributions, but leaders of each group acting as 
individuals may do so. And they are contributing. 
The difference lies in the fact that the management 
doesn’t follow through by ringing doorbells, spon- 
soring rallies, supplying baby sitters on election 
day. They pay their money and wonder why bene- 
ficial results don’t follow. 

Senator John McClellan speaking at the con- 
clusion of hearings on the Jimmy Hoffa empire 
and its menace to the nation warned that “cor- 
ruption breeds corruption and violence breeds vio- 
lence.” The Senator charged, on the basis of docu- 
ment-packed testimony that a flagrant disregard for 
the fundamental rights of human beings is en- 
meshed throughout the hierarchy of the Teamsters 
Union. Then the chairman of the investigating com- 
mittee summed up his considered judgment in a 
profound and measured statement—that probably 
will be taken lightly by union members, Con- 
gress, and much of the public, in which he said :— 
“All of our lives are too intricately interwoven with 
this union to sit passively by and allow the union 
to create such a super-power in this country—a 
power greater than the Government. This situation 
even now is critical for the Nation.” 


FDR was for Right-to-Work—But 


_ The current phase of centralized or let-Wash- 
ington-do-it government may be traced to the first 
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major step toward federalizing control over labor- 
management relations, back in the early 30’s. Out 
of it was to come a Frankenstein. In the intervening 
quarter-century some national usurpations of loca! 
autonomy have levelled off. As will be shown here- 
after, nationalization of the simple contract between 
employer and employee has expanded. The causa! 
connection is unbroken, the Taft-Hartley Act not- 
withstanding. 

A special message sent to Congress by President 
Roosevelt, May 17, 1933, was the genesis of the 
National Industrial Recovery Act. That in turn was 
to create the National Recovery Administration 
NRA was empowered to make voluntary agree- 
ments nationally fixing hours of work, rates of pay 
and fixing prices. Employees were given the right 
to organize for collective bargaining purposes, and 
could join or not join a union as they saw fit. (In 
the light of current vigorous denials by his family 
that he favored what is tantamount to a right-to- 
work law, it is interesting to note that FDR signed 
the NIRA and approved the NRA decisions, with 
precisely that right guaranteed those who preferred 
not to join unions.) In 1935 in the celebrated 
Schechter Poultry Corporation case the NRA was 
declared an unconstitutional operation. The decision, 
which should be a milestone in delineating federal 
vs. state authority and which, if followed, would 
have stopped the trend to centralization, is seldom 
referred to today and usually is misquoted. Reduced 
to simple terms the court held: Schechter Company 
was penalized for violation of NRA while the com- 
pany was engaged in purely local interprise—the 
preparation and marketing of poultry. Federal law 
must be confined to interstate operations. No inter- 
state commerce, no jurisdiction, the court decreed. 


Union Power Grows Apace 


The late Senator Robert F. Wagner, sponsor of 
NIRA legislation moved promptly to fill the gap. 
In 1935 the labor law carrying his name as its title 
was passed; the National Labor Relations Board 
came into existence, dedi- (Please turn to page 154) 
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10 Biggest Defense Suppliers 


> Their Outlook and Position under Cancelation and Renegotiation 


by Allen M. Smythe 


IVE of the nation’s largest industrial firms 
receive one-fourth of the military contract 
awards issued by the Defense Department. Ten 
companies are awarded one-third of the business. 
Another third is given to 90 other manufacturers. 
These are the official figures released by the Pen- 
tagon at the request of Congress for the names and 
amounts of defense contracts handled by the 100 
largest military contractors. The percentage oi 
military business received by each contractor also 
is revealed. 

A study of these figures will show that the rela- 
tive standing of these companies is subject to sharp 
alteration. Far down the list are the two top de- 
fense suppliers of World War II: Curtiss-Wright 
and General Motors. Technological advances, scien- 
tific breakthroughs, and Pentagon policy continually 
change the position of the top suppliers. 

To keep defense expenditure from being jet- 
propelled into the financial stratosphere, Pentagon 
officials are continually striving to standardize 
weapons and to eliminate obsolete equipment. Push 
button developments, some of them brinking the 
fantastic, affect the fortunes of old line established 
contractors. 

And, without assaying the arguments for and 
against, it is a demonstrable fact that the good and 
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bad effects are felt essentially by a limited number 


se 


of industries which are the “large military con- 
tractors.”” Who are they? What does the Pentago: 
look to them to provide? What is the outlook — the 
“trends” —in a situation which is so fluid as tu 
rule out precise dollars-and-cents answers? 

Detailing of product is necessarily limited by) 
the security label that attaches to much of the data 
Cancellations are always a problem in materie 
production, but they don’t especially disturb profits 
When contracts are “terminated for the conven- 
ience of the Government” all expenses are allowed, 
plus fair profit. 

The increasing complexity, magnitude, and letha! 
nature of the new weapons makes for a geometric 
rise in costs. Manufacturers who have the technical 
and scientific skill must also have good business 
management and financial resources to maintain 
their position in the defense industry. Budget limi- 
tations are now the rule, not the exception. Military 
business may be shifted where costs are considered. 
The data supplied for the individual companies 
herewith are based on their current position and 
outlook as they exist today. 

GENERAL DYNAMICS CORP.: In sixth place in 1951, 
this company jumped to third place in 1955, second 
in 1956 and top position in 1957 and 1958. As ex- 
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penditures for military hardware increased its per- 
centage of total military awards rose from below 

percent in 1951 to about 6.5 percent of today’s 
urchases. Its top position is widening as its diver- 
ified weapons appear to be gaining greater ac- 
eptance by the military. 

Atomic submarines of the Electric Boat Division 
ave been responsible for a great part of the firm’s 
efense business. Three are now on the shipways, 
wo have been recently launched and contracts for 
everal more are expected within the year. 


2 Billion Up to Now For Atlas 
The Convair Division is the prime contractor for 


he Atlas 5000 mile range ballistic missile on which 
early two billion has already been expended by the 


-entagon. Preliminary tests indicate that this 
veapon may become operational in late 1959. 
The Navy ground-to-air missiles, Terrier and 


[fartar are now in 














been partly successful. The firm heads one of the 
two teams of contractors who have design contracts 
for the “Dyna-Soar” glide bomber project. This 
future novel weapon is a manned space vehicle that 
can orbit around the earth, propel itself through 
the upper atmosphere and glide back to earth. It 
could cost the taxpayers several billions of dollars. 

Of greater immediate importance to Boeing is 
the award as prime contractor of the ICBM Minute- 
man. This solid-propellent “second generation” bal- 
listic missile is destined eventually to replace the 
liquid-propelled Atlas and Titan. It is a simplier, 
smaller nuclear 


smaller weapon that carriers a 
warhead and is less expensive to operate and 
maintain. 


The Bomarc is an effective area defense ground- 
to-air missile that was developed for the Air Force. 
Pentagon officials are comparing its capabilities 
with the Army Nike-Hercules point defense weapon 
before substantial production orders will be issued. 

Boeing’s decrease in 
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velopment contracts Rank Amount % —1958*— 1959 an adaption of the 
for atomic projects Company Millions of Rank Amount Trend aerial refueler, the 
lave been received Total Millions KC-135. ge produc- 
from both the Penta- aeons _—— oon tion models are now 
gon and the Atomic General Dynamics Corp. 1 $2,886.0 5.4 1 $1,125 No change being flown by Pan 
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sonic fighter is a United Aircraft Corp. ” 3 2,385.5 4.5 3 700 Lower CORP.: Jet engines, 
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estimated cost of ap- a ——— Force and Navy air- 


proximately 18 mil- 

lion per plane, or seven times its weight in silver, 
is causing defense officials to hesitate on future 
orders. 

BOEING AIRPLANE CO.: In second place when the 
military awards of 1955, 1956, and 1957 and pres- 
ent volume of business are considered, Boeing 
seems destined to drop in rank to fifth or sixth 
position. However, its engineering and business 
management will keep it attractive to investors. 

Boeing production and backlong has resulted 
largely from the B-52 heavy bomber program. This 
mammoth eight engine aircraft is a six billion dollar 
project of which Boeing will have received around 
four billion when the contract is completed. Boeing’s 
decrease in activity has been due to “stretch-outs” 
of the B-52 and its aerial tanker, the KC-135. The 
improved G model is now going into production on 
a total order of 140. In spite of congressional pres- 
sure there is little possibility of an extension of this 
order as the weapon is now considered obsolescent. 


Boeing has made strenuous efforts to secure mili- 
tary business to replace the bomber project and has 
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craft. It is produced 
by the Pratt and Whitney division which also is 
in production on the newer and larger J-75 engines. 
However, the market will not be as extensive for 
the J-75 as for the J-57 because fewer aircraft, 


particularly multi-engined aircraft, are being 
bought by the armed services. 
The Sikorsky Helicopter division has a good 


backlog of military business. Its commercial busi 
ness is also increasing. The production costs are 
the most reasonable for the military services. 
After a bad start the firm is now making pro- 
gress on its atomic engine program contracts for 
development of a turbojet and turboprop aircraft 
nuclear engine that have been issued by the Air 
Force. Nuclear reactor development contracts hate 
been secured from the Atomic Energy Commission. 
GENERAL ELECTRIC CO.: About one fourth of Gen- 
eral Electric’s business is with the Pentagon. Its 
products range from Gatling guns and guided mis- 
siles to jet engines and guidance systems for bal- 
listic missiles. The company will probably be the 
second largest military contractor by the end of 
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this year. Two years ago it was the fifth. 

Its largest volume of business is generated by 
the jet engine division. The new GE J-79 light 
weight turbojet engine is fast becoming the stand- 
ard power plant for the new Navy and Air Force 
aircraft. This year General Electric may receive 
one third of all military aircraft engine business. 

Classified research and development contracts in 
the radar, sonar, missile, avionics and other elec- 
tronic fields add up to a huge volume of business 
and assure increased future business from produc- 
tion contracts. Major subcontracts for the guidance 
systems and propulsion engines for IRBM and 
ICBM missiles, and space vehicles add up to many 
hundreds of millions of dollars. 

General Electric’s development of an advanced 
naval nuclear reactor using liquid sodium has been 
far from satisfactory. Initial equipment installed 
has been replaced by competitors’ powerplants. 
Intensive redesign will be necessary to maintain a 
foothold in this field. 

On development of the aircraft nuclear reactor 
and the accompanying turbojet and turboprop 
engines, General Electric is far in advance of its 
competitors. This is a long range project that has 
cost around one half billion. 


NORTH AMERICAN AVIATION: Major technological 
developments and scientific breakthroughs could 
easily affect the fortunes of North American. At 
one time second largest defense contractor because 
of its high production rate on the F-86 fighter, 
North American is now headed for sixth or seventh 
place. Its volume of business will probably be down 
this year and next. 

The Rocketdyne division produces the propulsion 
systems that launch many of the IRBMs and ICBMs 
satellites and other space vehicles that are now 
being tested. Classified contracts of hundreds of 
millions are involved. Most of these are liquid pro- 
pelled but North American has also taken the lead 
in developing solid propellants. 

For its long range prospects, North American is 
the prime contractor for two all-steel Mach 3 air- 
craft; the chemical engined bomber, B-70 and the 
all weather, long range F-108 fighter. If carried 
forward, these programs could easily cost several 
billions. However, some at the Pentagon question 
whether these weapons could become operational 
before ballistic missiles have become perfected to 
the extent that they would supplant manned air- 
craft for long range warfare. 


WESTERN ELECTRIC CO.: Sixth place is held by 
Western Electric with under $500 million, or under 
3 percent, of the total military business. Many of 
the great variety of electrical, electronic and com- 
munication contracts are of a classified nature. 

Many officials thought the firm’s military busi- 
ness would taper off with the completion of the air- 
craft early warning systems. However, plans now 
being made for their modification to detect bal- 
listic missiles could cause expenditures up to $13 
billion in the next few years. 

Western Electric’s excellent accounting system 
has aided military negotiatiors and auditors in 
estimating costs and settling cost-reimbursement 
contracts. It has also assured the contractor of fair 
and reasonable profits on the great number and 
variety of complex weapons and components. 


LOCKHEED AIRCRAFT CORP.: Decrease in military 
aircraft orders has caused Lockheed to drop from 
seventh place, out of the first ten. However, the 
company may partly recover the decrease by sale of 
the new Electra turboprop commercial airliner. 
This fuel saving aircraft has also possibilities for 
long range Navy patrol duties. 

The 1400 mile-per-hour F-104 fighter has goo 
performance but several fatal accidents caused Ai 
Force officials to defer extending the initial pre 
duction contract. Expected sales through Mutua 
Military Aid to Germany and Japan have no 
materialized. 

The Pentagon did not accept the Senate increas: 
in the defense appropriation bill for increased air 
lift capabilities. This might have resulted in a1 
increase in the present modest production rate o 
the C-130 USAF military transport. As the fund 
are available any national emergency could chang 
this decision. 

Lockheed is prime contractor for the crash pro 
gram on the Polaris 1500 mile ballistic missile 
This solid-fueled weapon is designed to be launchec 
from submarines when submerged. The project is 
gathering momentum and one-half billion has al 
ready been expended. However, only one-fifth of the 
project’s funds are allotted to the missile and Lock- 
heed must divide this with a number of associate 
contractors. 


DOUGLAS AIRCRAFT CO., INC.: To be the nation’s 
leading manufacturer of commercial airliners has 
always been the Douglas objective. Against tough 
competition they are now striving for that goal 
with the new DC-8 600 mile per hour 180 passenger 
jet airliner. A backlog of orders for several years 
will help to fill the gap caused by declining military 
airframe contracts but it will not be sufficient to 
keep the firm in the list of first ten military con- 
tractors. 

Once obtaining about 3 percent of the defense 
business, Douglas now has 2 percent and may have 
only 1.2 percent next year. However, excellent 
managment and commercial business prospects will 
help their future outlook. 

The production rate for the large C-133 transport 
plane was cut in half last year. The mammouth 
C-132 transport was cancelled before it was wef 
under way. The company has several contracts for 
carrier fighter and attack aircraft. None have long 
range possibilities but several designs under de- 
velopment could lead to much future business. 

The missile division is producing the Air Force 
Thor IRBM missile, the Army Nike-Hercules mis- 
sile and the Army Honest John rocket. Much of 
the business must be divided among associate 
contractors. 


HUGHES AIRCRAFT CO.: The Falcon air-to-air mis- 
siles is Hughes outstanding contribution to military 
weapons. It is an effective and accurate missile that 
is in production and field operation. Two versions 
are produced: one with radar guidance, the other 
with infrared control. 

With an unusually large staff of highly competent 
scientists and engineers the company has been able 
to corral a number of lucrative development sub- 
contracts. This business is now reaching the pro- 
duction stage and should be sufficient to keep the 
firm among the leading (Please turn to page 150) 
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By Robert C. Ringstad 


T HE number of stock splits authorized this year 
is understandably lower than those of previous 
years. Only 24 such actions were taken in the first 
half of 1958, compared to 103 in the same period 
last year and an average for the period since 1950 
of over 70. Good reasons can be cited for the decline 
and equally good reasons can be provided now 
pointing toward an increase in the frequency of 
splits. 


Splits Broaden Market 


Managements are justly proud to exhibit a long 
list of corporate stockholders, Not only does this 
imply a measure of confidence in the particular 
company, but it also represents a potential future 
source of capital. Some managements also consider 
stockholders as a built in market for their com- 
pany’s consumer goods. Very often, though, prices 
of shares in leading corporations are beyond the 
reach of the average investor, who is usually hesi- 
tant about buying small lots of high-priced shares. 
The simple procedure of splitting the stock brings 
the price into the range of all investors and im- 
mediately broadens the general market interest. 
In some instances, it also overcomes the sometimes 
awkward situation of having stock in the hands 
of relatively few large holders who at any time are 
apt to sell large blocks for some reason or another, 
thus undully depressing the market. 


Conditions Favoring Splits 


The mere act of splitting stock does not assure 
that the market will automatically place a higher 
valuation on earnings and dividends. Most often, 
though, splits are voted when the stock price is dis- 
playing a marked uptrend, and where rising earn- 
ings can justify a dividend increase. Since the econ- 
omy was still in the throes of a recession earlier 
this year and very few companies were able to show 
increased earnings or afford to boost dividend pay- 
outs, the number of splits quite naturally was lower. 
It is interesting to note that many of the splits an- 
nounced during this period were in companies whose 
earnings are largely unaffected by cyclical factors 
in the economy, and these defensive types remain 
the more likely candidates. 

Another theory to explain management decisions 








to split stock might be particularly applicable to the 
ethical drug industry, which is currently at odds 
with the Federal Trade Commision over pricing 
policies of their research developed products. By 
splitting the stock and keeping its price fairly low, 
the reported per share earnings are reduced, thus 
deflecting attention away from the unusually high 
profit margins common to this industry. 


Splits Popular 


In the past the market has reacted very favorably 
toward splits, both the anticipation and the actual 
event. Besides the foregoing discussion, another 
theory is that to many investors, a split implies 
growth, entitling earnings to be valued at a higher 
multiple. The three splits recently demonstrating 
this were Addressograph-Multigraph, American 
Home Products, and Zenith Radio. The latter two, 
having both split two-for-one, have nearly doubled 
back to the price at which they were split. In the 
example of Zenith especially, the market became 
aware of a well established company, producing a 
quality line of products, which was showing a vig- 
orous uptrend in quarterly earnings, As a result, 
the stock is now valued at a higher multiple than 
formerly, and should the growth continue, it is 
probably that an even fuller valuation will result. 

It is still too early to determine whether business 
recovery will follow through at its present pace and 
regain the boom characteristics of the 1953-57 
period. During those years several industries added 
substantially to plant and now find themselves bur- 
dened with overcapacity which, argue many, must 
be worked off before another boom develops. Never- 
theless, a more favorable economic climate does 
exist and with earnings promising once again to be 
on the upgrade, an increasing number of stock splits 
can be expected, although perhaps at a rate more 
gradual than in recent years. The accompanying 
table lists 24 candidates. Discussion will center on 
those stocks thought to be relatively most attractive 
at current levels. 

American Chicle is the second largest producer of 
chewing gum, with a product line including Adams 
Chiclets, Black Jack, Clove and fruit flavored 
gums; Beeman’s Pepsin; and Dentyne. Despite in- 
flation that has seen prices of nearly all products 
increase substantially, the price line on chewing 
gum has held steadfast. In the face of this, American 
Chicle has turned in a remarkable record of sales 
and earnings growth, Part of the answer is found 
in a new plant at Rockford, Illinois, completed in 
late 1956, which has effected savings in production 
and distribution costs. Sizeable advertising outlays 
stressing the side benefits of its gum chewing have 
also aided margins, but the principal contributors 
to increased earnings have been the semi-proprie- 
tary items, Clorets and Rolaids, These products, 
lending themselves very well to American Chicle’s 
distribution system, command premium prices of 
15¢ a package. These and other proprietaries the 
company may develop, add a strong element of 
growth to the steadily rising use of chewing gums. 
In the post-war era, sales have risen in every year 
but one, while earnings per share have increased 
yearly since 1951. For the nine months ended Sep- 
tember 30, earnings were $4.38 and for the full 


year may approximate $6 or slightly less. Chances 
are good that a larger extra than last year’s $0.50 
will be declared to supplement the regular $2 rate. 

American Home Products possesses one of the most 
aggressive managements in the food and drug trade. 
An outstanding record of sales and earnings growth 
has ben made since the end of World War II, and 
with a seemingly ordinary product line that includes 
G. Washington Coffee, Chef Boy-Ar-Dee foods, Aero- 
Shave, 3-in-1 Oil, Sani-Flush and Griffin Shoe Pol- 
ish. More important have been ethical and proprie- 
tary drugs, which accounted for 38% of total com- 
pany sales in 1947, but for over 60% last year, In- 
cluded in its proprietary line are the well known 
Anacin, Bisodol and Kolynos Toothpaste. Ethical 
drugs made by Wyeth Laboratories, Ayerst Labora- 
tories, Fort Dodge Laboratories and The Ives-Cam- 
eron Company include anti-histamines, antibiotics, 
polio and flu vaccines and preparations for menta! 
health. Tranquilizers were largely responsible for 
sales gains achieved in the past two years. Ethica! 
drug research is to be emphasized even more as 
attested by a new laboratory which will increase 
facilities 65%. In the period 1946-1957, sales gained 
about 160%, net per share about 330% and divi- 
dends nearly 500%. Earnings this year are expected 
to be about the same as last, perhaps $5.50, and the 
market currently values the shares about 20 times 
estimated earnings. 

Coca-Cola is the dominant factor in its industry. 
Its share of the soft drink market has declined from 
over 50% in the 1930’s to about 40%, but a good 
deal of the decline is traceable to the ultra-conserva- 
tive policies which management formerly followed. 
In 1955, a new management team with heavy back- 
ground experience in advertising and public rela- 
tions was installed and the results since them have 
been more satisfactory. A more streamlined, flex- 
ible, and friendlier bottler organization was estab- 
lished and has produced encouraging results. More 
aggressive advertising campaigns and marketing 
methods were instituted. King and Family size bot- 
tles and pre-mixed machine dispensers have proved 
very successful. Coca-Cola’s business is divided 
broadly into gallonage for bottlers, fountain gallon- 
age and foreign sales, with bottlers accounting for 
the bulk of total domestic volume. Perhaps the 
greatest growth potential lies in foreign operations, 
where margins realized exceed those of domestic 
operations. Generally about half of profits earned 
abroad are remitted to the parent in the form of 
dividends, the remainder retained for working capi- 
tal, expansion needs, etc. There are about 600 bot- 
tling plants operating outside the U.S. and foreign 
demand is in a strong uptrend. Earnings this year 
will probably be less than last due to a cold wet 
spring and summer season, but management is cur- 
rently testing marketing of a line of flavored drinks 
which could broaden its market substantially, This 
stock can be considered a deferred split candidate, 
for when earnings cross the $7 level, a dividend 
increase to $6 is very possible, in which case a split 
could be in order. Coca-Cola has traditionally in- 
creased its dividend by level dollar amounts. 

Bell & Howell designs and manufactures a quality 
line of photographic equipment, ranging in price 
from magnetic recording projectors carrying an 
over $700 price tag to a $39.95 movie camera. An 
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24 Candidates For Stock-Splits 
1957—-———— 0 = 1958————— 
Estimated 
Earnings Div. Earnings Div. 
Price Range Per Per Per Per Recent 
1957-58 Share Share Share Share* Price 

RD I ai ccisinscstiessinerseonnpes 9834- 6812 $4.37 $3.00 $3.50 $3.00 95 
Amerada Petroleum ...................ccc000 147'2- 81 4.74 2.00 3.65 2.00 112 
American Chicle ...................... Recueieion 837%- 5312 5.62 3.50 5.80 3.50 82 
American Home Products .................... 113%4- 59% 5.03 3.00 5.50 3.80 112 
Bell & Howell .... sisiihainbaiadanaiaietiy 8034- 3612 3.78 1.00! 4.00 1.00 80 
TINIE: -sctdissdoiniauhichepieemndaxeaopioneanetagmasneie 120'2- 95 7.07 5.00 7.15 5.00 117 
Corning Glass Works ................0:cc000 106'%4- 57% 2.43 1.50 2.25 1.50 91 
ID TI nic sciciskccsecnhiacisarecnenl 131 - 8134 5.09 2.65 5.10 2.85 125 
First National Stores .2.0...0..........ccccc000e 73%4- 47 5.37 2.50 5.500 2.50 71 
Florida Power & Light ...................... 8258- 44% 2.98 1.31 3.40 1.52 82 
Goodyear Tire & Rubber .................... 9612- 69 6.12 2.40! 5.00 2.40 96 
OT I ee 6.01 4.00 5.25 4.00 92 
International Nickel ... 11558- 66% 5.90 3.75 3.25 2.60 88 
International Paper ...............c.00 ..115'2- 82'2 6.18 3.00! 5.25 3.00 112 
Libbey-Owens-Ford Glass ....................100 - 65% 5.36 3.60 3.75 3.60 98 
Minneapolis-Honeywell Regular ..........131 - 732 3.07 1.75 3.15 1.75 93 
Minnesota Mining & Mfg. ................ 101 - 58 2.34 1.20 2.15 1.20 93 
National Lead ..................... ———— 4.64 3.25 3.50 3.25 WW 
8 eon eee 99%4- 75 6.00 4.25 5.75 4.25 98 
BE ee anes 8634- 4234 4.23 2.10 4.50 2.25 84 
Reynolds Tobacco ‘B’ ooo... cece, FOM- 52% 6.15 3.30 7.50 3.60 87 
Sherwin-Williams ........... ... 19434-109"2 11.38 5.12 12.00 5.50 190 

I) CII sicestsceccdhcciantaibasabenssidiebii 124%2- 837% 4.45 3.60 3.80 3.60 116 
I III ia nieaiiainnsnienii 13478- 455% 8.29 2.50 10.50 3.00 123 
* -Based on latest dividend rate. '—Plus stock. a—Year ending March 31, 1959. 




















extensive research program has produced several 
new products which add significantly to the poten- 
tial for sustained earnings growth. It has been es- 
timated that over half of sales comes from products 
developed in the last five years. Perhaps the most 
significant successful development to date was the 
electronic eye motion picture camera. The operator 
merely aims and presses the button. The electronic 
eye automatically adjusts the lens opening to light 
conditions. This camera was first introduced in the 
16mm size, but last year a popular priced 8mm. 
model was marketed. Demand is understood to out- 
strip supply. Bell & Howell is also working on a 
process for instantaneous picture development, In 
a joint project with Harold Xerox Co. the two are 
trying to adapt the latter company’s xerography 
process to picture taking. Sales in 1956 were divided 
approximately 46% amateur motion picture equip- 
ment, 18% semi-professional and professiona! mo- 
tion picture equipment, 15“ other amateur photo- 
graphic products, 9% military items and 12% mis- 
cellaneous. Sales have increased yearly since 1948 
and net income since 1953. The shares are selling 
about 20 times estimated 1958 earnings of $4. 
Eastman Kodak is well known for its premier posi- 
tion in the photography field. These products ac- 
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counted for 67% of 1957 sales. In testimony to 
this position, Kodak is believed to supply 75‘: of all 
amateur black and white film sold in the U.S. Its 
major competition in the film field are Ansco (a 
division of General Aniline and Film, a company in 
the hands of Alien Property Custodian) and duPont 
(which sells only to professionals) while Bell & 
Howell and Polaroid are the principal equipment 
competitors. A glance at Kodak’s product line gives 
a good idea of its position in the more popular 
priced items, where competition appears weakest. 
In higher priced, precision equipment, foreign ma- 
kers are an important element in the domestic mar- 
ket. Perhaps not so well known is Eastman’s position 
in chemicals — it is the second largest producer of 
acetate yarn and staple fiber, a leader in acetate 
plastics, and a rapidly growing factor in polyethe- 
lene. On September 10, the company announced that 
it had successfully developed a new synthetic fiber, 
“Kodel”, which has quick-drying and wrinkle-free 
properties making it very adaptable to the increas- 
ingly popular “wash and wear” clothings. In the 
past few years, operating profit margins have im- 
proved under the impetus of cost controls and im- 
proved plant facilities. Sales have demonstrated a 
remarkably strong (Please turn to page 150) 
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FUTURE of United States private investment abroad 
will be the subject of study which will continue up 
to convocation of the new Congress. Rep. Hale 
Boggs of Louisiana, Ways & Means Foreign Trade 
Policy Subcommittee chairman, is in charge. Staff 
work is being done now; hearings begin December 
1. Boggs regards existing policies to be slightly 
haphazard, at least not fully coordinated. He ampli- 
fied: “One of the areas that relates closely to trade, 
that is to the movement of goods, is that of invest- 
ment, the movement of capital.’”” The Congressman 





WASHINGTON SEES: 

It is an axiom of long standing that the demo- 
cratic party cannot stand political “prosperity” 
and the situation that exists today has the mark- 
ing of added confirmation. National Chairman 
Paul A. Butler and former President Harry S. 
Truman have been taunting the southern wing 
of the party, inviting the politicians of that per- 
suasion to get out. While the odds are against 
a literal withdrawal in 1960, the same results 
might be accomplished insofar as they affect 
the Presidential election if the Dixiecrats devote at- 
tention to their own state and local affairs and 
force the national ticket to shift for itself. 

The civil rights issue is not capable of adjust- 
ment but that isn't the only battleground. The 
southern conservatives fear the northern “radicals" 
within their own party and they find the republi- 
can leadership easier to follow. To form a third 
party, would divorce the Dixiecrats from both 
major groups: they'd be out in the cold so far 
as Congressional committee chairmanships and 
local patronage is concerned. 

More than 50 per cent of the persons of voting 
age live in eight northern and western states. 
The Presidency is not within the power of the 
southern states to dole out: they found that out 
when Truman won without the south. So the 
break which seems likely to come will be mani- 
fested in a community of action short of creation 
of a futile third party. 














By “VERITAS” 


hopes to hear from businessmen and investors bu 
he doesn’t look for conclusions in the first serie 
which, he said, is designed “‘to serve as a basis fo 
fuller examination of investment policy.” 


OBJECTIVE in the next big battle for social securit: 
enlargement will be health and medical insurance— 
for 7 million retired workers and 5 million depen 
dents, widows, orphans, whose only income is the 
monthly benefit check. The drive was forecast ii 
the last session of Congress when legislation spon 
sored by Rep. Aime Forand was the subject of pre 
liminary hearings. The added benefits would be fi 
nanced by a further increase in payroll taxes, pai 
by employer and employee. Increased benefits pro 
vided in the Forand Bill became law but the medi 
cal aspects were too hot to handle in the closing days 
of the session. American Medical Association wil 
lead the opposition, charging another attempt t« 
legislate “socialized medicine” into being. 


HIGHEST level reached by the national debt in almost 
three years was recorded in mid-October when the 
amount owed by the Federal Government skyrocket- 
ed $2.7 billion in one week. That brought the total! 
to $279,335,500,000. There was little prospect of it 
ebbing; in fact the Treasury looked to a record high 
late this month or early in December—if not be- 
fore—when the Government must raise another 
$3 billion in cash. The situation marks the forma- 
tive stages of the predicted $12 billion deficit in 
this fiscal year. Income is down, spending is up— 
the former because the recession hasn’t fully evapo- 
rated, and the latter largely due to defense spend- 
ing. 


REUTHER’S ‘“indorsement” of Chief Justice Earl 
Warren for the Presidency was a safe gesture. War- 
ren wouldn’t leave the bench even if assured the 
position he eagerly, and long, sought. The sponsor- 
ship of the “boom” probably was regarded by the 
Justice as at most a mild compliment, and not a 
convincing one. There is no reason to suppose that 
Reuther has abandoned his first choice for the Presi- 
dency: Walter Reuther. 
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Complete shutdown on apportionments for the 








national system of Interstate and Defense Highways is a 











possibility in the next fiscal year unless Congress takes 








remedial action. A total of $2.5 billion has been 





authorized for the 12-month period beginning July l, 
1960. But because of the threatened depletion of the 
Highway Trust Fund, established to finance the Federal 
share, there may be no funds available. Money for the 
regular Federal-aid road programs, as distinguished 
from the transcontinental 41,000-mile grid, 
jeopardy. These routes have first priority on the 
resources of the trust fund. At the present rate of 

income and outgo, about $600 million would be available 
for Fiscal Year 1962. It was planned to spend $2.2 billion 


is not in 




















in that year. 





Once more, mounting costs of labor and materials 


jeopardize progress. The Trust Fund derives its money from 





taxes on highway users, notably the 
Federal three-cent tax on gasoline. The 
take from these taxes appeared adequate 
when the program was formulated. However, 
later estimates of the cost of completing 
the Interstate System indicated a price tag 
of close to $40 billion instead of the $27 
billion originally forecast. Manpower 

and material weren't the only contributors 
to this disappointing finding: 

refinements in design, including many 

more interchanges to meet requirements of 
local traffic also figured. The alternatives 
are unhappy ones: Postponement of the 
completion date of the system for many 
years, or greatly increased highway user 
taxes. 




















mAnd on the subject of taxes, the 
Republican Party, come what may, seems 
Split at the top echelon on methods, but 
united on the point that it must wade into 

















At the height of the campaign, respected 
party spokesmen talked glibly of reforms 
that would be revolutionary in effect. 
Treasury Secretary Robert Anderson and 
GOP Chairman Meade Alcorn threw cold water 
on the specifics but came out strongly for 
more equitable distribution of the tax 
load. The broader the GOP promises, the 
broader the interest of the speaker in the 
1960 election, it appeared. Nixon for 
example; also Cabinet members who like 
their jobs, don't consider themselves 
"martyrs to public service." 











PThe "Businessman's Administration" 
was getting into stride. Nixon had led off 
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with his Harvard speech keynoted on the 
point that "prosperity for the American 
people is inseparable from prosperity for 
American business; we cannot raise the 
floor of security unless we raise the 
ceiling of opportunity." Organized labor 
Saw this as another "trickle down" 
principle: prosperity at the top 
eventually will affect the lower stratum 
favorably. The unions declared war, said it 
was "1954 all over"—a reference to the tax 
revisions that spurred investor and 
production activity without comparably 
strengthening consumer strength and, said 
union spokesmen, brought cn the recession. 
The Vice President proposed liberalization 
of depreciation allowances and other aids 
for corporate enterprise. In 1954, 
following the tax code rewrite, Treasury 
income from that source dropped $1.3 
billion, AFL-CIO President George Meany 
reminded. 














PmIn the light of continued control of 
Congress by the democrats, the Nixon 
formula faces practical difficulties. 
There is bi-partisan disposition to cut the 
corporation income tax below the current 
52 per cent top, and to give a break to 
individuals who now retain about $20,000 
on a $100,000 income. But the enthusiasm 
dampens at the suggestion of a federal sales 
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was a 1% per cent tax at the manufacturing 
level. It must be conceded that this plan 
has merit aS a revenue-raising gesture. 
But Congress has had experience in the 

past with sales and excise taxes: they start 
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out as bills of general application, but 
by the time they clear both Houses of 
Congress they have been whittled down by 











inequities. That is the reason each 
Congress considers, and most recent ones 
have enacted, excise repealers. 








Labor has erected a formidable 
hurdle in the path of a general excise or 
Sales tax. The argument against it is 
statistical and, if history repeats, 
convincing: When the corporate income tax 
rate was 34 per cent in 1939, $5.5 billion 
was spent on new plant and equipment; in 
1949, more than three times that much money 
went into this type of building—$19.3 
billion, against a corporate income tax 
top of 38 per cent; in 1954, with the tax 
standing at 52 per cent, business spending 
for new plant and equipment reached a total 
of $26.8 billion or five times the 1939 
figure. Nixon's premise is that lower 
corporate tax would provide the wherewithal 
and the incentive for capital risk. 





























The White House, speaking through 
Postmaster General Arthur E. Summerfield, 








Commerce Department and he translated this 
fact into a statistical report which shows 
Red economic expansion at the rate of 8 per 
cent annually, against 3 per cent in the 
United States—one-half the percentage he 
Saw as essential to peace and security. 








The Postmaster General spoke with 
clearance, if not emphatic indorsement, 
from the White House. It would be torturing 
coincidence to suggest that he, Nixon anc 
Weeks followed the same line of argument 
by happenstance of topic selection. And this 
invites conjecture whether he also had 
White House clearance for his observations 
concerning organized labor. For example 
the startling figure of 21 million persons 
(one-third of the national working force 
whose purchasing power is lowered by 
labor's repeatedly successful demands for 
pay increases not matched by heightened 
productivity: pensioners, social security 
recipients, beneficiaries of life 
insurance policies, school teachers, 
clergymen, government workers and many 
categories of salaries employees. 



































The public might also ask, 
hopefully, whether he spoke a determinatio: 














went far beyond the Nixon platform to urge 
cuts in individual and in corporation 
taxes, plus corresponding cuts in capital 








of his party when he submitted: "It is 
evident that everyone would be better off 











gains, estate, gift and excise taxes. "The 








effect," he said, "would be immediate and 
electrifying." It was! In the same speech, 
Summerfield announced he'd ask Congress 
next year for money to equip 12,000 new 
post offices and said the construction will 
be on the in-again-out-again "pay like 
rent" basis—private capital erects the 
structures and the government leases at 
fees which involve eventual Federal 
ownership. 








PmWithin a matter of days the Nixon- 
Summerfield proposals were given added 
mileage by Commerce Secretary Sinclair 
Weeks, reviewing a report from his World 
Economic Practice Committee. At this point, 
the proposition moved out of the trial 
balloon classification and became a 
declared objective of the Administration, 
predicated upon the theory that business 
cannot make its contribution to business 
recovery if it is deprived of the means by 
which plant is built and payrolls are met. 
Secretary Weeks joined Nixon and Summerfield 
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factory level. There is too much dependence 
upon income tax, said the head of the 
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the farms, if a proper proportion of the 
nation's rising productivity could be 
channeled into lower prices instead of 
being discounted, even far in advance, by 
unwarranted wage demands which bring no 
lasting benefit to anyone." 




















PAs if to recover ground lost to 
Administration by Labor Secretary 
Mitchell's passive attitude (if not worse) 
on the Kennedy-Ives Bill, Summerfield 
asserted: "It will take laws to solve the 
present problems of the accumulated powers 
now in the hands of international labor 
union bosses. It is a question of power. 
The power in the hands of men who command 
international unions must carry with them 
corresponding responsibilities. These 
rsponsibilities must be insured by 
appropriate legislation. This is not 
anti-labor. It is not anti-union. It is 
anti-monopolistic—just as needed 
legislation of an earlier day was anti- 
monopolistic in the realm of business. 
Unionism as a whole will benefit by 
legislation which places proper limits on 
the powers of union bosses." 
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Retail Market 





for Foreign Goods Will Boom 


—Tariffs Notwithstanding 
REASON: - Price - Quantity - Design - Styling 


By Erik 


LOW of competitively-priced foreign manufac- 

tures into this country will be stepped up sharply 
in the near future, bringing many benefits to the 
bargain and quality conscious American family. A 
wide variety of these imported items now are being 
heavily advertised throughout the U.S. Foreign pro- 
ducers are counting on the predicted rise in retail 
sales here that is expected during the forthcoming 
Christmas season, to augment their dollar earnings. 
For instance, it is now anticipated that American 
consumers may exceed their 1957 Christmas pur- 
chases by as much as 5%, thus raising full-year ac- 
quisitions to roughly 2% over record $12 billion 
spent last year. 

A MAGAZINE OF WALL STREET survey of 50 
leading buyers in New York reveals that consump- 
tion of imported products during 1958 did not re- 
cede significantly from previous year level despite 
early carry-over of 1957 recession conditions. Fur- 
thermore, consensus of these buyers is: purchases of 
imports definitely will be impressive during the 
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fourth quarter and at least through the spring of 
1959. Foreign manufacturers will have many factors 
working in their favor in their campaign against 
U.S. producers. These plus signs are: widespread 
use and availability of cheap and highly skilled la- 
bor; export subsidies from their dollar-short gov- 
ernments; and fact that American manufacturers 
have been pacing their output to orders, making 
quick deliveries to retailers unlikely. U.S. tariffs 
rigged against many foreign products will not brake 
purchases of these items by the American consum- 
ers. 

The shoe industry here already is alarmed by sub- 
stantial increase in imports pouring in from abroad. 
U.S, acquisitions of European shoes are reaching 
an annual level of about 10 million pairs, as com- 
pared with only 3 million pairs in 1953. Many of 
these shoes currently retailing here, are equal to 
domestic items selling for $10 above the foreign- 
produced items. For example, Italian shoes surpass 
quality of many American offerings without too 
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much trouble. This outlook for U.S. shoe manufac- 
turers also is dampened further by additional sup- 
plies of cheap casual footware and sneakers flooding 
in from Japan and Hong Kong. 

In addition, Japanese manufacturers are offering 
another profitable line to U.S. importers. There has 
been a spectacular growth in manufacture of a rela- 
tively new type of footware in Japan that will at- 
tract much attention throughout the world, These 
low-cost shoes consist of rubber soles bonded to 
plastic “uppers.” The footware should sell competi- 
tively against other U.S. products. Japan’s produc- 
ers are very optimistic as to the market prospects 
for these items, especially among women in the low 
and medium income brackets. Reason for this is 
several pairs of the rubber-soled plastic shoes can 
be purchased for the price of one pair of American- 
made sneakers. 

Sportswear and informal clothing will continue to 
head the list of American apparel imports in the 
mens’ wear field. Novel styles in raincoats, knit 
shirts and slacks from Austria, Germany and Italy 
will be featured by department stores here during 
the Christmas season. Demand for Madras plaid ma- 
terials will continue. Japan and Hong Kong also are 
becoming important suppliers of mens’ wear. Buy- 
ers here are purchasing raincoats from England, 
Germany, Japan and Israel as well as from many 
other sources, Italian and German manufacturers 
will rely on cottons and blends as principal mate- 
rials. Europeans use better fabrics in mens’ wear 
garments, but their workmanship is about the same, 
according to many U.S. buyers. 

Ski clothing and boots will be mainly imported from 
Switzerland, Germany, Austria and Norway, in 
erder of importance. Sweaters will come chiefly from 
England and Scotland and will consist of lambswool 
and shetland materials. The sweaters also will be 
acquired from Austria, Denmark and Italy. U.S. 
department stores will feature leather belts from 
Italy, with some offerings from Britain and France. 
India and Thialand will supply silks for fabrics. 

Children’s Apparel — Many merchants here agree 
that greatest sales gains this year may be registered 
by imported children’s apparel and boys’ furnish- 
ings. Largest quantities have been bought in Italy. 
Belgium and England also have become important 
suppliers, although the latter is only a recent entry 
in this field. Earlier expectations that expenditures 
for children’s garments would continue to rise but 
at a slower rate, have not been borne out by recent 
experience. Demand is strong and sales may well 
surpass the 1957 level by a supstantial margin. Cot- 
ton and wool robes from England, and children’s 
sportswear from Italy and Belgium are extremely 
popular. 

China-U.S. dealers anticipate an outstanding 
Christmas season for imported china. Consumers 
here are becoming increasingly aware of the dura- 
bility of good quality china and are setting a trend 
toward English ware. American and English bone 
china, in the fine china line, are about similar in 
price. German Bavarian china will appear on many 
more shelves here. Japanese products are now some 
of the leading imports in versatility of style and 
price. Nippon, with her lower prices and novelty 
lines is the biggest exporter to the U.S. Earthenware 
products are now selling badly in comparison with 
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china. Domestic potters are suffering from sales de- 
cline due to inflow of imported products which can 
be held responsible for failure of about ten factories 
here. 

Most of the stainless steel cutlery imported into this 
country will come, as usual, from Germany. The 
German product lines appear to be better forged 
than their American counterparts. German stain- 
less ware, although more expensive, is more popular 
than the flatware imported from other countries. 
This country imports stainless flatware primarily 
from Japan, England, France, Italy, and Switzer- 
land. Danish and Scandinavian lines are considered 
to be too highly priced. However, a small volume is 
purchased from these countries. Japanese imports 
are copied from the more expensive Danish proc- 
ucts, but benefit from lower quotations, 

Fabric—Belgium, France, Greece, Italy and Japa 
will intensify their efforts to increase their fabric 
sales in this country. Foreign producers in these 
nations will stress better quality merchandise an: 
will upgrade lower-priced products. This practic: 
already is evident in cottons and silks from Japan. 
Latter also is stressing exports of fabrics produced 
from a polyvinyl-alcohol fiber called ‘“Vinylon.” 
Greek manufacturers are concentrating on expan 
sion of outlets for handloomed items in the luxur) 
class. However, their moderately quoted woolen 
and silks will attract considerable consumer interest 
and sales will rise. 

Belgian pile fabrics that look like fur show promis« 
of finding extensive use in manufacture of women’s 
coats. They are made from a blend of wool witl 
such synthetic fibers as Orlon and Dynel. Fine Swiss 
textiles are well accepted and better markets are 
forecast for them. Itahian fabrics made of Snia 
Viscosa’s flat monofilament viscose rayon are stir- 
ring considerable attention here. This material has 
a straw-like appearance and will find wide applica- 
tion in materials needing unusual affects. Italian 
exporters also are placing their worsted and wool 
suitings in the moderate to better-priced U.S. mar- 
ket. Same applies to Japanese woolens. Sari mate- 
rials from India have not developed broad markets 
here up to now. Nevertheless, several manufacturers 
in the Far East are selling large quantities of ex- 
cellent quality men’s cotton dress shirts. 

Toys—There will be record sales of foreign toys 
here this year. Population growth in the U.S. is 
creating an expanding market for these items. 
American buyers are becoming more interested in 
overseas offerings since they cost less than the in- 
creasingly expensive U.S. products. Major importers 
and wholesalers in this country are switching a good 
part of their purchases from Germany to Japan. Ris- 
ing German costs are main reason for this trend. 
Moreover, Japanese toys compare most favorably 
in quality and design with European wares. Toys 
from Spain recently exhibited here are appealing 
but are reported to be too expensive and of inferior 
quality. 

Sporting Goods — Principal new development in 
sporting goods field is the rising popularity of tennis 
rackets and badminton sets from Pakistan. Most 
major distributors here now have adequate stocks 
of these goods. Importers will buy these products 
from Japan if sources of supply can be developed 
there, Dutch bicycle manufacturers are meeting with 
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success in their efforts to establish sizable outlets 
in the U.S. for their products. Their sales soon may 
natch those of Britain, Italy and Japan still are the 
principal suppliers of motor scooters to this country. 
But a French producer is setting up distributorships 
and dealerships here. French motor scooters, with au- 
omatic transmission, will find favorable consumer 
‘esponse in the U.S. At the same time, Japanese 
nanufacturers plan to cash in on increasing interest 
n the U.S. for golf. Japan now is beginning to sell 
golf balls here that can easily be absorbed in me- 
lium income family’s budget. The “blemished” balls 
‘ell for twenty-five cents each, about the price of 
‘recovered” balls here. Japanese golf balls alsu per- 
‘orm creditably under all conditions. 

Rugs and Carpets — At present, most rugs and 
‘arpets coming into this country are produced in 
Belgium, They are divided into two main categories; 
nachine-made and hand-made (orientals). Last 











ators, freezers and dishwashers here. 
Gloves—U.S. buying of imported gloves will grow 
steadily. Western Europe will be the principal sup- 
plier but Japan and Hong Kong will attract more 
consumers here. Principal U.S. interest for foreign 
wares in this field is women’s gloves. Bright colors 
in simple styles will be promoted strongly in depart- 
ment stores. Gloves in wool Swiss knit will be ap- 
pealing items during the winter season. Washable 
leather gloves now are being accepted well. 
Linens—Current static market for linens may im- 
prove in the near future. Sales here of Belgian linen 
are surpassing Belfast grades because of strenuous 
promotion program. Linen place mats will be in 
heavy demand inasmuch as informal American din- 
ing habits are greatly reducing purchases of table- 
cloths and napkins, 
Furriers here want to buy South American spotted 
furs but price levels fixed by export control laws in 
that Hemisphere 











vear, the U.S. im- 
yorted from Belgium, make purchases 
tbout 7.2 million Imported versus Domestic Goods through legal chan- 
square yards of rugs Note Price Comparisons on these Items. nels infrequent and 
and carpets, valued Price too costly. Most im- 
it $29,913,000. Of | Imported = Domestic ports of furs will be 
this total, machine- ous Gecntey oom wy used for trimming of 
made rugs accounted Ladies Shoes Italy $10.00 $18.00 cloth coats in expec- 
for 4.8 million square Men's Shirts Britain $3.99 $ 6.95 tation of reduced 
vards, costing $18,- Men’‘s Wool Socks Britain $ 1.29 S$ 1.35 sales of fur coats 
944,000. China (Earthenware) Britain $25.95 $37.50 during the 1958-1959 
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furniture is the low- sought after by U.S. 





est priced, and along 

with the Scandinavian line, is more popular here 
than during 1957. But American buyers predict 
that largest demand for Christmas sales will be for 
Italian-produced furniture. Meanwhile, Norwegian 
producers are initiating serious attempts to capture 
sales here. Norwegian firms are sending top market 
research experts to this country to investigate best 
markets here for their wares. Preliminary findings 
indicate sales efforts should be concentrated on 
the East and West Coast areas here, However, ma- 
jor campaign will be initiated in Pacific Coast states 
where population growth is greatest, along with a 
substantial rise in family incomes there. 

High Fidelity Equipment — American imports of 
English high-fidelity equipment will reach a new 
peak in 1958. West German products in this cate- 
gory will become more popular. Sales here of Japa- 
nese transistor radios will exceed all previous rec- 
ords this year. A tremendous vogue is predicted for 
the British “chair-side” high fidelity system. 

Miniature refrigerators made in Luxembourg also 
glassware, German miniature cameras with built-in 
may become favorites of U.S. consumers. Italian 
exposure meters and Japanese housewares also wil! 
sell well in this country. English manufacturers also 
are exploring possibilities of selling small refriger- 
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buyers and will ob- 
tain good prices. Market in this country for rabbit 
skins will continue to be strong. 


Imports of perfumes from Spain and Italy will 
continue to make inroads in what is primarily the 
French field, However, there will be no substantia! 
increase in retail sales of perfumes reflecting little 
change in market performance over past few years. 
Fragrance products for men are customarily bought 
only as gifts in this country and will not be strongly 
promoted by department stores. 


High grade pistols, rifies and shotguns from Europe 
will continue to find a good market in this country. 
Imported double-barrel shotguns are more popular 
than U.S.-made weapons. The foreign items sell at 
a lower price than American shotguns of a similar 
quality. Italian and British army carbines also are 
being featured in mass sales to American hunters. 
The short weapons are ideal for hunting big game 
in heavily forested regions. American hunters also 
are purchasing lightweight rifles to a greater de- 
gree. Consumers still insist on bolt actions on im- 
ported rifles since automatic feed on foreign items 
does not match the performance of American-made 
models. U. S. demand is good for .22 caliber auto- 
matic target pistols and (Please turn to page 150) 
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Important for Oil Investors... 





Continuing Developments in America’s 
International Oil Industry 


By John H. Lind 


EVELOPMENTS in America’s oil industry are 
fast and furious these days. This applies parti- 
cularly to those companies with foreign interests. 
Foreign oil supply sources and foreign market out- 
lets are looming ever more important in the inter- 
mediate and long-range plans of U. S. oil companies. 
The time when only a handful of companies had 
a stake in foreign oil has long passed and the time 
when just about every important oil concern will 
have some foreign interests is rapidly approaching. 
Some of the new problems facing the American 
oil companies abroad have been discussed in the 
October 11th issue of the MAGAZINE OF WALL 
STREET. The fact that enough changes have oc- 
curred since then to warrant another article on the 
subject is eloquent testimony to the dynamics of 
America’s international oil industry. 


The Sinclair-British Petroleum Tie-Up 


The most important and most widely publicized 
recent event in our international oil community was 
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the announced pooling of resources by Sinclair Oil 
and the British Petroleum Company. The announce- 
ment gave few details. It merely revealed that (1) 
Sinclair had entered into a long-term supply agree- 
ment with British Petroleum for its U. S. require- 
ments of Middle East crude oil, (2) a jointly owned 
company would be established to market Middle 
East and Venezuelan crude oil in the Western 
Hemisphere and (3) another jointly owned com- 
pany would be established for the purpose of engag- 
ing in exploration and production ventures, pri- 
marily in Latin America. 

To understand the rationale behind the tie-up of 
these two giants of the oil industry (Sinclair is the 
seventh largest U. S. oil company and British Pe- 
troleum is the second largest oil marketer in the 
Eastern Hemisphere) it is necessary to compare 
some of the pertinent figures of the two companies, 
as is shown in the accompanying table. The first 
thing that stands out from these figures is that B. 
P. is a much bigger concern than Sinclair. The 
second thing is that Sinclair’s crude oil production 
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covers less than 50 percent of its refinery needs 
while B. P.’s crude oil output is some 33 percent 
ibove its refinery needs. In other words, Sinclair 
has an oil shortage in relation to its needs while 
B. P. has a surplus. This is the key to the entire 
irrangement and this is obviously what the two 
‘company presidents had in mind when they de- 
‘lared that their “companies’ positions are in many 
ways complementary.” 

But there are still other ways in which the two 
‘ompanies complement each other. One is of a 
geographic nature. B. P. has some 98 percent of 
ts crude oil production in the Middle East. In view 
f the great political insecurity in that area, this 
nakes B. P. the most vulnerable among the world’s 
najor oil companies. In the last decade B. P. has 
twice felt the direct consequences of this situation. 
In 1951, its huge Iranian production and refining 
facilities were temporarily expropriated and in 
1956/57 the Suez crisis cut it off for about five 
months from some 50 percent of its normal oil 
supplies. With the clear threat 


companies have been under way for well over a 
year. It seems, Jersey has hesitated for two reasons 
up to now. One was the fact that it was asked to 
accept a partnership of 50 percent or less with the 


French concern and the other was that it first 
wanted to see the new French oil law for the 
Sahara. The partnership arrangements between 


Jersey and the CFP are not known (though it is 
hardly likely that Jersey has been given more than 
a half ownership). But the new oil law is now 
finished and will be published within the next couple 
of weeks. It reportedly provides for 50-year conces- 
sions and contains the customary 50-50 split of net 
profits between the country and the company. 

If Jersey enters the Sahara oil play it would be 
the first of America’s five big international com- 
panies to do so. The two major non-American inter- 
national companies, Royal-Dutch Shell and British 
Petroleum, have, of course, been in the Sahara for 
quite some time. Jersey’s interest reflects the fact 
that the area’s oil potential is becoming more im- 
portant all the time. According 
to the latest official French 














of another Middle East crisis, 
it is of the utmost importance 
for B. P. to secure alternate 
sources of crude oil supply. 
This is where Sinclair comes 
in. It has discovered a very im- 
portant oil field at Barinas in 
western Venezuela from which 
it is now producing some 
40,000 barrels daily. Another 
25,000 barrels daily is pro- 
vided by two smaller fields in 
eastern Venezuela. However, 
the potential of these fields, 
particularly the Barinas one, 
are considerably higher than 
is indicated by the current pro- 
duction figures. Thus, the tie- 


Sinclair Oil and 


Gross Sales 
Net Income $ 
Total Assets 


Capital Expenditures. $ 


Refinery Capacity 
Number of tankers 
Number of refineries 


* b/d—Barrels per day. 








(1957 data) 


Sinclair 


... $1,251 million 
79 million $ 
$1,480 million 
157 million 
Crude Oil Production. 190,000 b/ d* 


+—including those partially owned. 


estimates, its proved reserves 
are now close to 4 billion bar- 
rels (equal to some 13 percent 
of total U. S. proved reserves) 
though the bulk of the area’s 
$2,220 million 1.2 million square kilometers 
of potential oil-bearing terrain 
is still completely unexplored. 

Another important factor is 
the improving political situa- 


British Petroleum 


British 
Oil Petroleum 


177 million 





$1,356 million 
$ 280 million 


1,000,000 b/d* tion. A year ago, the Algerian 

_478,000b/d*  660,000b/d*|f rebels swore that not a drop of 
20 133 «=| Algerian oil would leave their 

83 sal country until they had won 
their battle against France. 


Presently, oil exports from the 
Sahara amount to about 12,000 
barrels daily and the flow is 

















up indirectly gives B. P, access 
to one of the most promising 
oil areas in all of Venezuela. This is all the more 
important for B. P., since under Venezuelan law it 
is barred from that country, being a partly govern- 
ment-owned corporation (51 percent of its stock is 
held by the British government). 

It should be emphasized that the immediate effect 
of the deal to either company will be quite small. 
Sinclair’s total oil imports are restricted to some 
60,000 barrels daily and will probably be further 
reduced next year. Thus, the amount of Middle East 
oil which it can currently purchase from B. P. is 
likely to be rather small. Similarly, B. P. has no 
immediate need for Venezuelan crude oil. But in the 
long run, access to the Middle East, which contains 
the world’s largest and cheapest sources of oil, will 
be of great importance to Sinclair, just as access 
to Venezuela, the world’s second largest oil export- 
ing area, will greatly increase the flexibility of B. P. 


Jersey To Enter the Sahara 


According to generally reliable reports, Standard 
Oil (N. J.) will soon form a partnership with the 
Compagnie Francaise des Petroles, France’s largest 
oil company which is 35 percent government-owned, 
for the exploration of oil concessions in the Sahara 
desert in Algeria. The negotiations between the two 
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only very rarely interrupted 
by rebel activities. The French are now making 
preparations to build two large pipelines from the 
two major fields to the sea. Within four to five years 
these two pipelines are expected to carry a daily 
load of over 700,000 barrels of oil. There is no 
longer much reason to doubt these figures, since by 
the time the pipelines are finished the rebel move- 
ment will in all likelihood either have ceased to 
exist or have been reduced to a relatively minor 
nuisance. 


The future of the Sahara looks all the more 
bright since plans are currently under way to 
utilize not only its oil resources but also its vast 
natural gas deposits. The Council of Europe, which 
comprises nearly all the continent’s non-communist 
countries, has a plan before it under which a $600- 
million gas pipeline network would directly supply 
Western Europe with Algerian gas. 

Furthermore, a large refinery is soon to be con- 
structed near Algiers to supply Algeria’s local oil 
needs which are bound to grow rapidly if Premier de 
Gaulle’s plan for a forced industrialization of the 
area is to be put into effect. Jersey will be a part- 
owner of that refinery which may well delineate 
that company’s growing general interest in French 
North Africa. (Please turn to page 156) 
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The Grocery Chains 


as Investments Today 


By John M. Failes 


@ As measured by sales gains, earnings and mar- 

ket prices the growth of food chains in recent 
years has been outstanding. Even in this year of 
recession the gains have been impressive. Investors 
looking at this amazing record must, in view of the 
current market levels of the grocery chain stocks, 
evaluate the prospects for a continuation of this 
past performance. It is generally recognized that 
some of the elements of growth that existed before 
are now present only in decreased measure. Desir- 
able locations for new stores are less readily avail- 
able and the number of old, inefficient or marginal 
stores has been diminished to a point where further 
gains from store closings will be relatively less 
important. There are nonetheless developments 
which offer promise of keeping the grocery chains 
among the market leaders for some time to come. 

Among the more important factors in the earn- 
ings picture for grocery chains in the future seem 
to be acquisition of smaller chains, addition of a 
wider variety of non-food lines and lower expense 
per dollar of sale as a result of better warehousing, 
distribution and inventory accounting and control. 
Together with the population increase of recent 
vears, prospects for further increases at about a 2% 
annual rate and the likelihood of further improve- 
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ment in the level of living, the outlook for even 
higher sales and earnings appears to be fairly well 
defined. 

Over the last eight to ten years supermarkets 
have not only expanded in numbers but in size. With 
larger stores have come the attendant benefits of 
stocking a greater variety of merchandise and 
larger sales per store. For example, according to 
a recent study by the Division of Research of the 
Harvard Business School (Operating Results of 
Food Chains in 1957, September 1958) the number 
of stores per chain declined 26% from 1949 to 
1957 but the average sales per store rose 176%. 
These trends may be expected to continue. The 
operations of the last few years, however, reflect 
the end of one era of grocery chain expansion and 
presage another. 

For 1958 it is expected that over $400 million 
is to be spent on new stores and an additional $60 
million is being directed toward modernization 
programs. Including the independent stores and 
smaller chains, expenditures are likely to reach $1 
billion. To some extent, however, 1958 capital bud- 
gets represent programs that were deferred last 
year because of the “tight money” situation. Store 
obsolescence and new retailing techniques have 
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necessitated much of the recent expansion. ‘rhe 
pressure to increase volume to absorb rising over- 
heads has resulted in the opening of 1,800 stores 
in 1955, about 2,000 in 1956 and almost 2,500 in 
1957. It may be noted that one-eighth of today’s 
supermarkets are less than one year old, one- 
fourth are less than two years old and one-half are 
less than five years old. 


Slower Growth Ahead 


At the end of 1957 there were over 380,000 
grocery stores in the United States of which about 
19,000 were part of chains consisting of more than 
ten units. While comprising approximately 5% of 
the total stores, however, these chains accounted 
for 44% of total sales of $42.4 billion spent on 
grocery items. The following table presents a sum- 
mary of the growing importance of additional ex- 
penditures for food and the growing impact of 


chain stores sales. 

Consumers Total Grocery Sales Chain Grocery Sales 

Disposable Percent of % of All 

Income Consumer Grocery 

Year (Billions) (Billions) Income (Billions) Sales 
1957 $305 $42.4 13.9% $18.7 44.1% 
1956 291 39.2 13.5 16.9 43.0 
1955 274 36.8 13.4 15.5 42.2 
1954 257 34.9 13.6 14.6 41.9 
1953 253 33.6 13.3 13.6 40.5 
1952 237 32.1 13.5 12.7 39.6 
1951 226 30.2 13.4 11.8 38.9 
1950 206 26.8 13.0 10.3 38.4 
Average 
1947-49 182 24.6 13.0 9.3 37.7 


The increased size of the newer supermarkets 
permits a greater variety of merchandise to be car- 
ried than the old smaller stores. According to one 
source the number of items stocked in the average 
store has risen from 900 in 1928 to 3,700 in 1950 
and 5,100 in 1957. In addition to carrying a larger 
selection of staple items the larger stores are featur- 
ng non-food items, such as health and beauty aids, 
household supplies, waxes and polishes, candy and 
gum, stationery, magazines, paper products, ete. 
Currently over 99% of all supermarkets sell drugs 
ind cosmetics, 87% housewares, 80% stationery 
and books, and 60% hardware and garden supplies. 
For the most part the non-food items have a high 
turnover rate and significantly higher profit mar- 
gins than foodstuffs. 

All supermarkets, including both independent and 
chain, now control over 60% of the total sales voi- 
ume of the industry. Competition between stores or 
chains thus is becoming increasingly important. 
With fewer new areas to enter, careful considera- 
tion is being given before opening competitive mar 
kets near existing chains. One way in which this 
goal can be accomplished is to buy an independent 
store or small chain and effect a modernization pro- 
gram. Among the majors Kroger, Food Fair and Safe- 
way have been quite active in this respect. (See 
individual company comments below.) Acquisitions 
of this type permit overhead costs of warehousing 
and distribution to be spread over a larger number 
of units fairly quickly and reduce start-up ex- 
penses significantly. In addition it permits entry 
into an area without causing a change in customer 
habits. 
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Profit Margins 


During the period of their most rapid growth, 
profit margins of the grocery chains were fairly 
stable though generally narrow. The Harvard Busi- 
ness Review reports net operating profit as a per- 
cent of sales for nine leading food chains as follows: 


1949 2.97% 1954 2.79% 
1950 3.40 1955 2.03 
1951 2.50 1956 2.12 
1952 2.80 1957 2.23 
1953 2.89 
During this period net sales per chain doubled, 


rising at an average annual rate of close to 8%. 
(About 2%-3% of this annual rise probably reflects 
price increases.) Nevertheless margins would have 
suffered a further decline had it not been for in- 
troduction of non-food items as expenses rose from 
15% of total sales at the beginning of the period 
to 17% in 1957. Higher mark-ups, up to 40% on 
some of these items compared with 17% on food 
and grocery have been a major factor in the re- 
versal of the trend of lower profit margins. 


Trend Toward Private Brands 


Another innovation that is beginning to contri- 
bute importantly to earnings is the use of private 
brands. The increasing size of the chains is facili- 
tating packaging under owned brands which can 
be offered at a few cents below standard name 
items. While no precise figures are available a study 
of annual reports and management statements sup- 
ports the belief that sales of these brands may be 
responsible for 10% - 20% of total sales and the 
proportion is increasing. Some chains, notably the 
A & P, not only have their own brands but package 
a number of items in plants in various parts of the 
country. At present, use of these brands may be 
contributing only a small amount to higher profit 
margins but they promise to become more impor- 
tant as the chains grow larger, and competition 
increases. 

In past years increasing competition resulted in 
adoption of a number of promotional devices de- 
signed to secure customers from neighboring stores. 
Among the most important methods were the use 
of loss leaders and the rapid growth in the use of 
trading stamps. These stamps, however, appear to 
have hit their peak in 1956. In 1957 there was a 
slight decline in the number of supermarkets giv- 
ing stamps and comments from a number of retail- 
ers indicate they will discontinue their use if they 
are convinced sales will not be seriously affected. 
For every supermarket that began using stamps 
in 1957, another one stopped. At present about 38° 
of all supermarkets use trading stamps and this 
group has slightly higher profit margins than non- 
stamp stores. Institution of stamps, however, no 
longer results in sales gains superior to those not 
distributing them. 


Merger Prospects 


In view of the prospects for acceleration of mer- 
gers and combinations over the coming years it 
may be desirable to briefly examine possible lega! 
objections by the Department of Justice. Thus far 
the only suit of consequence was the action against 
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A & P which sought to separate 
the retail and manufacturing ac- 
tivities as well as dividing its 
retail stores into geographical 
areas. The suit was settled by a 
compromise in 1954 with no par- 
ticular adverse affects to A & P. 
Some future action might be 
started to prevent a merger o1 
combination, but for the time 
being acquisitions have not been 
large enough to support a broad 
claim in a restraint of trade case. 
With the proven ability of larger 
chains to sell more cheaply than 
those lacking substantial whole- 
sale facilities, government action 
of this sort is more likely to hurt 
rather than help the consumer. 


Food Fair Stores 


Jewel Tea 


** 


Kroger Co. 


National Tea Co. 


Hazards From Lower Incomes 
Historically, food chains and Winn Site Stores 
stores have proven themselves 

recession resistant and the recent 

decline should prove to be no 

different. Nonetheless a few of the 

chains reporting for the first haif 

reflect the reduced income of their 

customers. Particularly affected 

were chains located in the middle 

west industrial areas and those 

supplying families of automobile 

workers. Even in these areas, 

however, the chains are able to 

report modestly improved sales 

and earnings. 

In summary, future earnings 
growth of the food chains will 
continue to depend on replace- 
ment of marginal stores with 
large efficient units and expansion into non-food 
lines. But this of course may affect other merchan- 
disers and usher in ruinous competition that may 
injure our economy and produce unemployment and 
lower income. 

The following is a summary and evaluation of 
the position of the major listed food chains. 

ACF Wrigley Stores — The major policy of this 
chain is to expand through acquisitions of inde- 
pendent groups operating in various geographical 
areas. In recent years two groups of stores were 
added in St. Louis and others in Michigan, Okla- 
homa and other parts of the southwest. The com- 
pany also is constructing 28 new supermarkets, 
14 of which are in Michigan, 4 in Oklahoma, 3 in 
St. Louis and 5 in Cleveland. Construction of 2 
new units in Dallas will mark the company’s ini- 
tial entry into Texas. At the end of June 1958 the 
company had 185 stores and by the end of the 
current fiscal year, June 1959, the total number 
of supermarkets is expected to aggregate almost 
210. 

In the future the company is considering addi- 
tional acquisitions of well established stores in areas 
of population and economic growth. It is possible 
that Florida omthe west coast will be the next areas 
of expansion. 

For the year ended June 28, 1958 the company 
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ACF—Wrigley Stores, Inc. 
American Stores .. 


First National Stores 


Grand Union Co. 


Great Atlantic & Pac. Tea Co. ......... 


Safeway Stores ... 


Position of Leading 














1st 9 Month _- 

Net Sales Net Profit Margin Net Pe 

1957 1958 1957 1958 Share 

(Millions) % % 1957 

shied $ 326.1! $370.6! 1.5% 1.5% $1.35! 

eee eeata 217.82 203.8" 1.12 1.32 1.412 
aiassiosradiiaaiiiacebnatieata n.a. n.a. n.a. n.a. 1.28- 
aR ROSE LOCO SP 131.5% 145.14 1.74 1.6% 46! 
ssid Sare cba 207.36 234.66 1.36 1.36 1.256 
n.a. n.a. n.a. n.a. n.a: 

i a a 219.59 231.59 1.69 1.79 2.30° 

siesta ceded ctitssnosta 752.110 817.410 1.210 1.210 2.3910 

Pein ton Se 291.910 352.310 1,210 1,110 1.6110 
sitcecasbebiocnbanlienibanasoton 1,448.21! 1.504.111 1.411 1.511 1.751! 

betieiaatelectpicdccaies 123.612 144.612 2.112 1.912 4212 


*—Based on latest dividend rate. 

**—Proposal to split stock 3 for 1 effective 12/22/58. 
'—Years ended 6/28/57, and 6/28/58 pro-forma. 
2—Ist fiscal quarters ended June 28. 
4—Fiscal years ended 3/31/57 & 1958. 

412 weeks ended July 20. 
%—Years ended April 30, 1957 & 1958. 

6—6 months ended August 30. 


Individual 
ACF Wrigley Stores C-1 Food Fair Stores B-1 
American Stores B-1 Grand Union Co. B-1 
First National Stores A-1 Great Atlantic & Pac. A 


RATING 
KEY: 


C—Speculative. 
D—Unattractive. 


A—Best grade 
B—Good grade. 


earned $1.43 including certain acquired stores onl) 
for a portion of the year. Despite the effects of the 
recession, sales for the current year ending June 
1959 are expected to increase slightly over 10% 
and per share earnings are estimated at close to 
$1.50. The current 40¢ dividend yields 2% and the 
company pays 4% in stock. No change is anticipa- 
ted in these payments. 

American Stores, the fourth largest grocery chain, 
operates in Pennsylvania, New Jersey, New York 
and Maryland. In recent months the company has 
begun an expansion into three new geographical 
sections; Pittsburgh, Long Island and Rochester, 
N. Y. This chain is one of the major beneficiaries 
of the replacement of small stores by supermarkets. 
Since 1950 the total number of stores has declined 
over 40% while sales per store has risen 224%. 
Approximately 10% of the company’s 850 stores can 
still be superseded by modern supermarkets. During 
the past year only 46 new stores were opened, al- 
though it had been anticipated that 60 to 65 would 
be completed. Management expects to accelerate its 
expansion program during the current year. 

The earnings record of American Stores has been 
somewhat erratic compared with the other major 
chains. Since 1954, however, earnings have risen 
rapidly. For the quarter ended June 1958, earnings 
were $1.61 per share compared with $1.41 a share 
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Food Chain Stores 








Full Year 

Net Per Dividend Per Share 

Share Earned Per Share Indicated Price Range 
1958 1956 1957 1957 1958* 1957-1958 

$1.54! 1.35! 1.54! 3514 4014 23%2- 12% 
1.61- 5.81% 5.97% 2.0014 2.00! 4 9334- 45% 
1.307 4.91% 5.37% 2.50 2.50 7334- 47 
484 1.74° 1.90 67'4 1.00 40'4- 227s 
1.276 2.437 2.557 6914 .80!1 §2%2- 25'2 
n.a. 19.215 23.425 7.c0 8.00 445 -149'2 
2.60" 4.22 4.61 2.00!4 2.00 92 - 4734 
2.5510 4.41 5.10 2.00!4 2.70 96 - 47 
1.8410 3.30 3.72 2.00 2.00 597s- 36's 
1.80!! 2.04 2.43 .90 1.20 35'4- 2412 
.46!2 1.711% 1.9513 .90 1.08 4038- 187s 


7—Years ended March 1, 1957 & 1958. 
“—Yeoars ended Febr. 22, 1957 & 1958. 
°—28 weeks ended July 12. 

1024 weeks ended June 15. 

1136 weeks ended Sept. 6. 

'212 weeks ended Sept. 20. 
'3—Years ended June 30, 1957 & 1958. 
14_Plus stock. 


Company Ratings 


Safeway Stores B-1! 
Winn-Dixie Stores B-1 


Jewel Tea A-! 
Kroger Co. A-1 
National Tea Co. B-1 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 


for the similar period last year. For the fiscal year 
ending March 31, 1959, earnings are estimated at 
about $6.25 a share compared with $5.93 per share 
for fiscal 1958. The company pays a $2.00 annual 
dividend, plus stock, and rising earnings appear to 
provide a basis for a modest increase in the cash 
dividend. 

First National Stores is fully covered in this issue 
in our story “The Right Kind of Companies For 
stock splits.” 

The sixth largest chain in the industry based on 
sales, Food Fair is planning one of the largest ex- 
pansion programs in its history. Plans call for the 
addition of $100 million of new business annually 
for the next several years. Recently the company 
acquired a 22 store chain in eastern Pennsylvania 
and southern New England, only shortly after the 
acquisition of a 38 store chain in Florida and Geor- 
gia. In addition, the company plans to build between 
90 and 100 new grocery supermarkets within the 
next two years. 

In the past 8 years Food Fair has grown from 
151 stores to over 365. In this same period sales 
per store have risen only about 30% which is below 
most of the other chains. In part this has been due 
to an extremely high realization per store during 
the entire period. For example, in 1957 Food Fair 
was the only major food chain, for whom figures 
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are available, that had sales in 
excess of $2 million per store. 
Its nearest competitor, Jewel Tea, 
had sales of $1.8 million per store 
and no other chain exceeded $1.2 
million per store. 

Adjusted for a 3 for 2 stock 
split in August 1958,earnings for 


Recent Div. 
Price Yield 


at 1.9% the fiscal year ended April 26, 
87 2.2 1958 were $1.90 per share. For 
- - the present fiscal year it is diffi- 
cult to estimate earnings because 

37 2.7 of the unknown effect of the 
a 16 many acquisitions, but an im- 
provement to about $2.10 or 

420 1p $2.20 is likely. Dividends have 
90 2.2 been continued at the pre-split 
- - rate of $1 annually. 
Grand Union's growth record is 

57 3.5 outstanding in the industry and 
33 36 results from the twofold affect 
of a 150% increase in sales per 

40 22 stores and an improvement in 


the pre-tax margin from 1.7% 
to almost 3° 
The expansion of Grand Union 
has mostly resulted from con- 
struction of new stores including 
the super general store type called 
“Grand-Way Saving Centers.” 
These units ranging from 42,000 
to 90,000 square feet in size will 
carry under one roof a full food 
line and up to 25,000 non-food 
items ranging from refrigerators 
and television sets to wearing ap- 
parel. Acquisitions are also part 
of the Grand Union expansion 
| program, however, and 50 stores 
have been added in upstate New 
York this Year. On the basis of 
the new stores it is expected that annual sales will 
exceed $500 million in the fiscal year ended March 
1, 1959. 

Despite a 10% rise in sales during each of the 
past two quarters, per share earnings have held 
about even and were $1.27 for the 6 months ended 
August 30, 1958 compared with $1.25 for a similar 
period last year. Compared with earnings of $2.55 
for the past fiscal year, earnings in the current 
vear are not expected to exceed $2.50. The dividend 
was raised to 80¢ annually last May and a stock 
dividend has been paid each year. 

The Great Atlantic and Pacific Tea Company is the 
largest food chain in the United States operating 
some 4,200 retail stores in this country and Canada. 
About 2,700 of these units are supermarkets. The 
company also has extensive warehouses, canneries, 
bakeries, coffee roasting plants and general fac- 
tories. Despite its size probably less is known about 
its internal operation than any other food chain. 

Since 1950 earnings have risen at about the same 
rate as the industry average even though the com- 
pany is beleved to have extremely narrow profit 
margins. For the year ended February 1958, earn- 
ings were $23.42 and for the current year could be 
between $27 and $29. 

The common stock of this company is divided 
into the voting common, (Please turn to page 152) 
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What Third Quarter 
1958 Earnings 
Reports Reveal 


—Looking to year-end and into 1959 
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HE improvement in corporate earnings that is so evident 

from even a cursory glance at the many reports just re- 
leased, provides the final punctuation mark to the remark- 
able resiliency of the American economy. By all odds, it has 
probably been the fastest snapback in history—and despite 
the many question marks the future still holds—the show 
of strength has been most impressive. 

Many have been quick to draw the conclusion from this 
showing that the problem of recession has been licked, and 
stock prices were bid higher and higher as the “inflation- 
hedge” fire was stoked by the solid fuel of a racing busi- 
ness upturn. At this writing, however, the momentum is 
still running high, but a careful reading of third quarter 
earnings, in conjunction with some basic understanding of 
the nature of the entire economic upswing, casts serious 
doubts on the justification for current stock price levels. 

Readers of The Magazine of Wall Street are well aware 
that the fear of inflation as familiarly conceived and ex- 
perienced in the past has been highly exaggerated during 
the recent runaway market—and, in fact, is inconsistent 
with the tremendous industrial overcapacity and a virtual 
glut of most raw materials. Belatedly, others including the 
Federal Reserve, responsible government officials, econo- 
mists and businessmen are now calling attention to these 
factors and are warning against the inflation “psychosis” 
based on the classic model, where too much money is chas- 
ing too few goods. 

This is quite different from the monetary inflation that 
can readily result from huge deficit spending, For that rea- 
son, more than ever stock prices must rise or fall on the 
intrinsic value of earnings and dividends. 

In this context, third quarter earnings require careful 
scrutiny to determine if they contain the seeds of real earn- 
ings recovery, or if the better figures of the moment are 
merely impressive in terms of the exceptionally low earn- 


By Harold B. Samuels 
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ings of the first two quarters of the year. 
Profit Jump Not Unexpected 


The evidence on this score is mixed, but on bal- 
ance the recovery in earnings so far is not extra- 
ordinary, and is not even impressive. In the initial 
stages of any economic recovery, profits always re- 
bound quickly after voliime rises above the break- 
even point, depending on ability to control costs and 
the nature of the business. 

This time, however, a better profit picture has 
been aided by several other factors. The sharp re- 
duction in capital spending conserved funds at a 
time when they were needed most, this capital! per- 
mitting advantageous buying of raw materials at de- 
pressed prices and on favorable terms. Equally im- 
portant, is the fact that all through the recovery 
American industry has been meeting the suddenly 
increased demand out of existing stocks on hand— 
cutting inventories. 

In addition, third quarter results received the 
benefits of concerted cost cutting programs insti- 
tuted by management as an offset to a possible pro- 
tracted recession—and included money-saving ef- 
forts against practices and even extravagances that 
were condoned in good times. It is this type of tight- 
ening-up that contributes so much to third quarter 
earnings recovery, a situation that may last through 
another quarter at most, and explains the currently 
improved profit margins for many companies, 


Some Vital Hints 


Where profit margins have held relatively steady 

\roughout the recession, a company’s earnings re- 
covery can usually be viewed in an encouraging 
ight. But where there has been a sudden jump in 
nargins as business recovered, it is best to with- 
old judgment awaiting further evidence in coming 
quarters, International Business Machines is an excel- 

‘nt case in point. In the quarter just ended earnings 

umped to $3.45 per share compared with $2.30 in 
the second quarter and $1.93 in the third period 
ast year. Profit margins last year, and in this year’s 
first two quarters averaged about 9.0 per cent of 
sales, but the most recent figure jumped to 13.5 per 
cent, 

What is significant here, however, is that half of 
the profits increase stemmed from non-recurring 
‘arnings realized from the sale of equipment that 
was formerly rented. Added warnings come directly 
‘rom the company which pointed out that incoming 
ders now are only 40 per cent of last year’s, rais- 
ng serious doubts about the corporation’s ability to 
maintain the kind of profits growth just reported. 

Penn-Dixie Cement, a major factor in its industry 
fers another interesting illustration. A year ago 
profit margins of 16.6 per cent led to earnings of 
78¢ per share. In the depressed first quarter of 1958 
margins dropped below one percent, but then as 
building and construction activity picked up in the 
second and third periods, margins soared quickly to 
approximately 20 per cent. Such wide fluctuations 
are not healthy, and indicate that the company real- 
ized some exceptional profits from lower labor costs, 
among other factors. In later quarters a return to 
the more normal level of 16 or 17 per cent is to be 
expected. 
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As an interesting contrast, Minneapolis-Honeywell, 
a highly regarded growth stock, demonstrated its 
exceptional efficiency all through the decline and 
snap back, Earnings receded with sales in the first 
two quarters but profit margins hovered around the 
company’s normal 6 per cent. In other words, de- 
spite the decline in sales, Honeywell was able to 
realize the same return on each revenue dollar. In 
the third quarter recovery, however, margins widen- 
ed a bit to 7 per cent and earnings expanded to 83¢ 
per share from 60¢ a year ago and 67¢ in the sec- 
ond quarter. Given its record for stable margins, it 
is probable that the company’s able management 
made maximum use of the recession to cut away 
deadwood, and it would not be surprising if the new 
profit margin level was maintained in the future. 


Some Margins Still Squeezed 


One of the most disturbing aspects of the third 
quarter reports is the surprisingly large number of 
companies that are still in a declining profit margin 
trend. It had been hoped by many analysts that the 
recession would increase efficiency, but apparentls 
not too much progress has been made. 

Scott Paper, for example, a highly regarded com- 
pany with a more stable consumer-products business 
than most paper companies, managed to equal the 
63¢ per share earned in the third quarter of 1957, 
but sales were higher this year and profit margins 
slipped to 7.3 per cent from 7.7 per cent. 

Perhaps of more importance however, is the ex- 
perience of several steel companies that have al- 
ready reported. Jones & Laughlin glowingly reported 
that earnings rose substantially over the second 
quarter, and attributed much of the betterment to 
increased efficiency. Moreover, the figures bear this 
out since profit margins climbed to 4.1 per cent com- 
pared with 2.5 in the second period and only 1.1 per 
cent in the year’s opening three months. However, 
a year ago, third quarter profit margins were 5.2 
per cent, a full twenty per cent better than they 
were in the “highly efficient” quarter just ended. 

Allegheny-Ludium presents much the same picture, 
with margins improving in each quarter this year, 
but the third quarter figure of 2.5 per cent still com- 
pares with a much better 3.2 per cent a year earlier. 
But Youngstown Sheet & Tube has not even been able 
to match this record. Margins in the third quarter 
were lower than in the second, and earnings slipped 
to $1.06 per share from $1.23. Moreover, this year’s 
3 per cent appears awfully pale compared with last 
year’s 5.8 per cent profit margin. 

In the chemical industry, continued weakness in 
industrial chemicals has kept the pressure on profit 
margins. Allied Chemical, one of the most important 
companies in the group slipped behind the second 
quarter of this year with profit margins of 5.0 per 
cent and net per share of 81¢, compared with 5.1 
per cent and 86¢ three months ago. A year ago, 
moreover, margins were 6.2 per cent and per share 
net was $1.09. 

Monsanto Chemical, thanks to a pick up in its 50 
per cent owned subsidiary, Chemstrand, was able to 
better the second quarter performance in the profit 
margin column, but continuing declining sales cut 
net to 36¢ from 41¢. Most significant, however, is 
the fact that a year ago, sales were about the same 
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Air Reduction .......... 


w 


Allegheny Ludlum Steel .... 


Allied Chemical 
Allis-Chalmers Mfg. 


American Airlines . 
American Cyanamid 
Bestwall Gypsum 
Burroughs Corp. .... 
Caterpillar Tractor 
Chrysler 
Colgate-Palmolive 
Consolidation Coal 
Container Corp. of Amer. 
Continental Can 

Douglas Aircraft 

Du Pont 

Eastman Kodak 

Eaton Mfg. 

Ford Motor 

General Electric 

General Portland Cement 
Gillette Co. 

Goodrich (B. F.) 
Hercules Powder 
Hooker Chemical 
industrial Rayon 
Inter. Business Machines 
Johns-Manville 

Jones & Laughlin 
Kennecott Copper 
Liggett & Myers . 
Lorillard (P.) 


Marquette Cement 


Minneapolis Honeywell Reg. 


Monsanto Chemica] 
National Gypsum 
Parke, Davis & Co. 
Penn-Dixie Cement 
Phillips Petroleum 
Republic Steel 
Reynolds Metals 
Reynolds (R. J.) Tobacco 
Rohm & Haas 

St. Regis Paper 

Scott Paper 

Smith, Kline & French 


Underwood Corp. .............0. 


Union Carbide 
eB IONE ssiccecinceenscsinsens 


Youngstown Sheet & Tube .... 


n.a.—Not available. 


-———3rd Quarter 1958 


Net 
Sales 
(Mil.) 

43.1 

45.1 
158.4 
124.2 

85.0 
130.9 

9.8 

68.7 
181.0 
411.0 
138.0 

63.2 

68.2 
328.4 
294.8 
471.0 
197.37 

42.0 
695.6 

,003.6 

12.9 

54.3 
174.4 

60.6 

30.8 

10.7 
301.4 

84.7 
161.8 
100.7 
145.6 
132.0 

18.3 

82.7 
138.0 

45.6 

42.0 

16.4 

264.2 
221.4 
110.5 
304.9 

44.3 

88.7 

69.0 

31.4 

18.6 

340.8 

75.9 

120.0 


Net 


Profit 
Margin 


7.4% 


2.5 
5.0 
4.0 
6.2 
6.6 
14.7 
2.3 
7.7 
44.8 
4.6 
5.6 
5.4 
5.1 
1.3 
17.41 
13.37 
2.6 
43.1 
5.8 
19.6 
13.7 
5.2 
n.a. 


8.2 


412.4 


13.5 
8.3 
4.1 
14.7 
6.0 
5.6 
19.1 
7.0 
5.7 
11.6 
12.3 
20.7 
8.0 
6.7 
8.0 
6.9 
7.6 
5.5 
7.3 
17.9 
5.8 
10.1 
16.6 
3.0 


4_Deficit. 


Net 
Per 
Share 


$ .83 
30 


>= 


1.90 
-25 
1.54 


2.52 
38 
35 

1.47 
93 

1.75! 

1.372 
.48 
67 

1.22 
81 

1.01 
59 
.34 

4.72 

3.45 
98 
81 

1.37 

2.14 

2.51 

1.31 
.83 
.36 

1.24 

1.05 

1.22 
62 
97 
75 

2.04 

3.09 


63 
1.17 
41.43 
1.15 
1.56 
1.06 


Net 
Sales 
(Mil.) 

$ 42.3 

48.7 
166.4 
149.8 

82.7 
124.8 
8.0 
71.6 

169.9 
537.8 
137.1 

60.1 

63.0 
257.9 
281.8 
438.0 
189.1- 

40.5 
891.5 

.. 1,014.0 
11.6 

48.6 

172.0 
59.9 

37.1 

10.2 
297.1 

79.1 
156.2 

88.6 
142.2 
117.1 

16.5 

77.3 
176.1 

36.4 

40.3 

14.6 
250.7 
226.5 
106.8 
285.6 

44.3 

90.7 

71.0 

30.7 

18.0 
294.8 

66.1 
122.6 


Net 


Profit 
Margin 


Net 
Per 
Share 


Net 
Sales 
(Mil.) 


7.5% $ 83 $ 43.2 


1.3 
5.1 
4.2 
5.4 
5.4 

12.1 
2.2 
6.5 

41.9 
2.8 
6.5 
5.9 
3.8 
1.4 

17.2 

11.9 
3.6 

41.9 
5.3 

20.7 

13.4 
4.6 
7.3 
9.1 
8.3 
9.1 
7.7 
2.5 

12.7 
5.5 
5.3 

17.8 
6.0 
5.1 
9.3 

15.5 

19.6 
6.3 
6.7 
8.7 
6.5 
7.9 

4.6 
7.8 
17.5 
a7.) 
9.1 

14.5 

3.4 


17 
86 
75 
55 
.33 
1.32 
25 
1.20 
41.16 
1.53 
43 
.34 
84 
1.09 
1.58 
1.172 
.80 
4.32 
62 
1.16 
70 
89 
51 
42 
4.46 
2.30 
85 
47 
1.04 
1.91 
2.09 
1.11 
67 
Al 
84 
1.27 
1.03 
46 
98 
81 
1.81 
3.11 
51 
69 
1.11 
41.70 
-90 
1.19 
1.23 


1_Estimated. 


50.4 
148.8 
119.6 

71.0 
132.5 

7.2 

67.9 
127.4 
537.2 
128.3 

71.2 

60.6 
240.8 
312.1 
421.9 
164.4" 

43.5 

1,095.8 
964.9 
9.2 

42.8 
161.9 

56.8 

23.0 

11.6 
267.4 

59.1 
144.5 

84.7 
124.0 
104.0 

6.2 

73.1 
161.0 

31.4 

42.8 

5.0 
261.7 
190.6 
115.6 
254.4 

39.2 

81.6 

70.6 

30.6 

16.6 
294.0 

56.4 
113.6 


Net 
Profit 


Margin 
7.7% 


1.4 
4.5 
1.8 
1.5 
9.3 
8.9 
1.6 
2.6 
42.8 
3.4 
4.5 
5.4 
2.9 
2.7 
16.9 
9.07 
3.6 
2.0 
5.0 
17.8 
13.4 
3.8 
5.8 
7.6 
42.1 
8.7 
3.2 
1.1 
13.7 
4.9 
5.3 
8.3 
5.8 
4.7 
6.5 
16.7 
7 
7.8 
4.5 
8.5 
6.6 
7.2 
4.3 
7.5 
16.4 
1.3 
7.7 
13.5 
3.1 
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Net 
Per 
Share 


$ .88 
19 
68 
27 
12 
58 
87 
18 
35 

41.74 

1.72 
35 
31 
.60 

2.32 

1.51 
77? 
85 
42 
56 
79 
62 
.70 
38 
27 

4.13 

1.98 
.27 
17 

1.08 

1.44 

1.90 
18 
61 
.34 
.50 

1.45 
01 
.60 
55 
86 

1.64 

2.60 
42 
66 

1.04 

42.88 
76 
.94 

1.04 


Net 
Sales 
(Mil.) 

$ 47.8 

60.2 
171.8 
133.5 

79.8 
133.0 

8.5 

67.9 
160.5 
684.7 
133.3 

87.6 

66.5 
312.5 
262.8 
499.0 
193.4~ 

55.2 

1,409.7 
1,047.6 
7.0 
56.4 
194.7 
63.2 
31.1 
12.2 
247.7 

85.2 
218.4 
104.3 
145.9 

86.2 

17.6 

76.3 
139.6 

37.6 

41.7 

13.1 

282.9 
275.6 
114.9 
277.9 
42.0 
86.7 
65.2 
29.7 
421.0 
355.5 

70.1 
170.3 


2—12 weeks. 


8.7% 


3.2 
6.2 
2.6 
4.0 
9.6 
11.7 
1.2 
6.1 
2.0 
4.7 
6.8 
5.3 
4.6 
3.0 
19.9 
13.1 
3.7 
4.1 
5.2 
15.0 
13.0 
5.9 
7.9 
7.8 
43.8 
9.0 
6.7 
5.2 
15.0 
5.4 
3.5 
18.3 
5.4 
6.3 
9.7 
14.6 
16.6 
7.3 
7.3 
8.0 
6.6 
7.8 
4.9 
7.7 
19.6 
42 
9.5 
16.1 


5.8 


i ________________________ 


Quarterly Income Account Comparison of Industrial Companies 


3rd Quarter 1957——— 
Net 
Profit 

Margin 


Net 
Per 
Share 


$1.10 


51 
1.09 
74 
40 
.60 
1.31 
13 
1.08 
1.59 
2.46 


.33 
1.26 
1.97 
2.14 
1.322 

91 
1.07 

.63 

51 

79 
1.17 

59 

.33 
4.25 
1.93 

81 
1.46 
1.45 
1.92 
1.02 
1.22 


39 
93 
1.24 
78 
61 
1.79 
78 
1.78 
3.03 
51 
.63 
1.20 
4.07 
1.13 
1.39 
2.88 
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as in this year’s third quarter, but profit margins 
were 6.3 per cent of sales compared with only 5.7 
in the quarter just ended. 

Even du Pont, the giant of the chemical industry 

was not completely free of profit margin difficulties. 
An increase in sales over the second quarter, com- 
bined with a mild profit margin expansion raised 
third quarter earnings to $1.75 from $1.58 three 
months earlier. But the company was unable to 
absorb a 5 per cent drop in sales from last year’s 
levels without giving away over 10 per cent in the 
profit margin column, as the percentage of sales 
brought down to net income eased from 20 per cent 
vear ago to 17.4 per cent this year. 
A glance at the accompanying table indicates 
that many of the highly regarded drug stocks were 
ir the same boat. Both Parke-Davis and Rohm & Haas 
trailed last year’s and this year’s second auarter 
profit margin figures, while Smith, Kline & French 
s pped behind the third quarter of 1957. 

Despite these difficulties, some of America’s 
major companies demonstrated admirably that they 
know how to benefit from recessions. After a set- 
back in the opening quarter of the year Johns- 
Manville applied rigid cost controls while riding the 
up-Swing in construction activity. The result has 
been widening profit margins and increased profits 
despite sales that are still lagging behind year 
earlier figures. A year ago, JM had sales of $85.2 
million in the third quarter, margins of 6.7 per cent, 
and net income of 81¢ per share. After a sharp 
pick up in this year’s second quarter, progress con- 
tinued so that on sales of $84.7 million this year, 
earnings jumped to 98¢ per share. 

General Electric, had much the same experience, 
reporting record net income for the third quarter 
despite sales that lagged behind the level a year ago. 
Indicative of GE’s progress is the fact that on sales 
close to the levels of the third quarters of 1956 and 
1957, costs dropped well below the figures for both 
those years. As a result profit margins widened to 
5.8 per cent, and per share earnings expanded to 
67¢, compared with 63¢ in 1957 and 55¢ two years 
ago. “Operation Upturn,” launched by President 
Cordiner earlier in the year certainly paid off. 

In the chemical group, Union Carbide’s fine man- 
agement scored impressive gains in the third quar- 
ter. Earlier in the year, a sharp dip in net income 
actually placed dividend payments in jeopardy, but 
if the current level of profitability can be main- 
tained through the last quarter, the dividend will 
certainly be paid. Coverage, for the full year, how- 
ever, will be fairly narrow. 

Carbide’s excellent third quarter, of course, is 
the direct result of its large participation in the 
fortunes of the steel industry. When steel produc- 
tion dipped drastically in the opening months of 
the year Carbide’s shipments of electrodes and 
alloys dropped sharply. Conversely, as steel pro- 
duction has begun to hit the high road, the com- 
pany’s shipments have been stepped up at a rapid 
clip. Most important, in this connection, is the fact 
that electrodes and alloys constitute a large portion 
of Carbide’s high profit margin business. Thus, 
although revenues at $340.8 million were still be- 
hind the $355 million scored a year ago, margins 
widened to 10.1 per cent from 9.5 and profits im- 
proved to $1.15 a share. By comparison, earnings 
a year ago were $1.13 and three months ago they 
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were only 90¢ showing how well this sound man- 
agement had met the challenge. 


Other Star Performers 


One of the strongest areas of the economy in the 
past several months has been the building and 
construction industries, and this is reflected with 
no uncertainly in the third quarter statements of 
several major companies in these fields. 

With the roadbuilding program in full swing, 
Caterpillar Tractor has begun to demonstrate the 
profitability it had anticipated. After a disappoint- 
ing first quarter, operations picked up modestly in 
the second, but by the summer, sales and earnings 
began to soar. Revenue in the last three months 
rose to $181.0 million from $160 million a year ago, 
while a more profitable product mix and internal 
efficiencies raised margins to 7.7 per cent from 6.1 
per cent a year earlier. Earnings per share climbed 
to $1.54, a healthy jump over the $1.08 of last year’s 
third period. 

Johns-Manville’s excellent performance has al- 
ready been mentioned, but it was virtually matched 
by National Gypsum and the smaller, but dynamic 
Bestwall Gypsum. National scored a 21 per cent salés 
increase over the same quarter of last year, and 
with wider margins, earnings jumped 33 per cent 
to $1.24 from 93¢. 

Bestwall showed even greater efficiency. Sales ad- 
vanced 15 per cent, but earnings per share, reflect- 
ing profit margins of 14.7 per cent against 11.7 a 
vear ago, soared over 45 percent to $1.90 per share 
for the period. 

Of course, the list of better performers is also 
studded with a bevy of companies with long histo- 
ries of constantly bettered results. Reynolds Tobacco, 
and Lorillard continue to star among the tobaccos, 
and Liggett & Myers shows signs of increasing its 
profit standing. Similarly, a glance at the table 
reveals that many other quality companies have 
maintained steady progress despite the recession. 

Eastman Kodak again improved its showing, rais- 
ing sales, earnings and profit margins. Continental 
Can did the same thing, indicating that its diver- 
sification and integration program has really been 
gathering in a greater share of the consumer's 
dollar. 


Autos Still Lag 


Undoubtedly the sorest major spot in the econo- 
my is still the auto industry. General Motors had 
not yet released earnings figures at this writing, 
but the figures for Ford and Chrysler amply demon- 
strated what a bust year this has been for the car 
makers. 

Ford, despite a $15 million profit from the sale 
of its Simca stock, and massive tax credits, still 
went over $20 million into the red. Chrysler’s $20 
million deficit in the third quarter raised the loss 
for the year so far to $45 million despite a sub- 
stantial pick-up in defense business. 

Of course, for the auto makers. wide swings in 
earnings are not unusual, but the size of this year’s 
losses makes the success of next year’s models 
imperative. Not even enormous organizations like 
Ford and Chrysler can afford many successive years 
as disastrous as this one has been. 

(Please turn to page 157) 
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STEALING THE HEADLINES 


By John Forbes 


VEN the most casual observer of the stock 

market is aware that the list of most active 
stocks has recently been studded, and occasionally 
dominated, by numerous low priced or highly 
speculative issues. In the week ending October 23, 
to cite one at random, eight of the fifteen most active 
stocks traded at less than $20 a share, and only 
three were higher than $30 a share. Moreover, only 
two stocks on the list, General Motors and Schenley 
were of the type that can be usually classed with 
the real market leaders. 


For the rest, the names consist of secondary 
issues such as Servel, Graham-Paige, Mohasco In- 
dustries, Callahan Mining, Checker Motors, Alleg- 
heny Corp., Hupp Corp. and American Motors. In 
other weeks the list of “leaders” has been com- 
prised of various speculative issues, such as Stude- 
baker-Packard, Avco Manufacturing and Loews, as 
well as several loftier priced but in our opinion 
still speculative issues such as Polaroid, Litton 
Industries and a host of others too numerous to 
mention. 


To the careful student of the market, this lower- 
echelon activity has always been a sign of market 
deterioration and the present will probably prove 
no exception. The reason is not that ali of these 
stocks lack merit, but they still have to prove their 
investment stature. Their action in the market sug- 
gests they are regarded as current situations offer- 
ing traders larger percentage profit prospects for 
a turn. 

For this reason the stimulants to increased ac- 
tivity in these issues are highly varied. 

Servel, for example is not attracting attention be- 
cause of any increased earnings potential but be- 
cause it possesses large tax losses which have been 
placed on the trading block and may make the 
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company valuable to some other organization seek- 
ing to offset large profits. 

It is not our function here to judge this type o! 
activity, but it seems to us that the “investor” who 
buys a stock simply because its losses may be valu 
able, is leaving himself open to grief. He has already 
conceded that the company has no profit potential! 
Therefore his position will quickly become uncom 
fortable if his company fails to “make a deal”, o1 
potential deals are scotched by the Internal Reve 
nue Bureau. 


Reflecting Other Values 


Studebaker-Packard also has tremendous losses 
which can be used for trading, but although the 
company’s new management intends to embark on 
a program of diversification (which in this case 
probably means buying companies with profits that 
can be offset against Studebaker’s losses) it has 
also obtained stockholder approval for a massive 
refinancing plan. The speculative interest generated 
by the appointment of A. M. Sonnabend as head of 
the diversification program, and the refinancing 
plan, has caused the stock to run from under $3 to 
a high of $16 per share to date. Yet close examina- 
tion fails to reveal definite progress in the near 
future. 

Undoubtedly some of the market interest in 
Studebaker is a reflection of the success of Amer- 
ican Motors in dramatically reversing its position 
from one of chronic losses to current huge profits. 
But it must be considered that American Motors 
accomplished its mission with a unique product 
that was ably and daringly exploited by a venture- 
some management. It did not rely on gimmicks— 
and the rise in price of the stock reflects real earn- 
ings potential and not pie in the sky. 
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Studebaker may also someday reverse its position. 
But for the moment the eager stock buyer is paying 
a whopping premium for tax losses and the abilities 
of Mr. Sonnabend. Perhaps he can work miracles, 
as he did with Childs, but it will take time. And 
while he is trying, the new stockholder will find 
himself with a highly diluted equity. 

Under the refinancing just authorized, the 
6,440,000 shares now outstanding are going to get 
a lot of company. Long term debt is to be reduced 
to $16.5 million from $54.7 million through the 
issuance of 165,000 shares of 5% preferred shares 
that will be convertible into another 5,500,000 
shares of common. In addition 1,000,000 shares are 
to be reserved for options (500,000 for Mr. Son- 
nabend), total authorized common will be raised 
to 18 million shares, and a second preferred will be 
created (250,000 shares) to be used for acquisition 
purposes. 

Clearly, any benefits to be derived in this situa- 
tion will be long term, yet on some days the stock 
vas traded feverishly, and one might easily gain 
he impression that Studebaker’s new prosperity 
vas “just around the corner.” 


Too Much For a Good Thing 


On the other end of the spectrum is that extra- 
rdinary market performer, Polaroid, a company 
hat derives almost 95 percent of its revenues from 
»yhotographic products. Principal among these is the 
amous “Land” camera which automatically de- 
elops the snapshot instantly. That the Land cam- 
‘ra has been revolutionary cannot be denied, and 
indoubtedly Polaroid sales and earnings will grow 
ver the next few years, under a healthy economy. 

But the investing public’s feverish buying of the 
stock in recent months has driven its price up out 
f all proportion to reasonable value. Within the 
last few weeks the stock has sold as high as 86, yet 
net earnings last year were only $1.44 and little 
more than $2.00 per share is expected for this year. 





Granted the company’s earnings growth percent- 
age-wise, since 1954 has been impressive, climbing 
from 30¢ per share to $1.44—the stock deserves 
some growth premium. Still it appears unlikely 
from the nature of the product that such exception- 
al growth can be maintained, nor does it appear 
probable that shareholders will benefit much from 
increased dividend payments in the near future. 
At present, payout is only 20¢ a year, for an almost 
negligible yield, and future payments are bound to 
be small as the company attempts to build a broader 
product line out of Land camera profits. 

Under the circumstances, a price multiple of 
almost 60 times last year’s earnings seems too gen- 
erous. Even IBM, with a long established growth 
record, doesn’t command that kind of a premium. 

Sometimes larger figures paint a more meaning- 
ful picture. Perhaps therefore, the overvaluation 
becomes more meaningful when it is realized that 
Polaroid earned a bit over $5 million last year. Yet 
at 85, the market is valuing the stock at $300 
million. 


Some With Substance 


Of course, it would be a mistake to assume that 
there is no substance behind any of the speculative 
leaders. In several instances company fortunes have 
definitely taken a turn for the better and real earn- 
ings progress is being made. American Motors, which 
has been commented on frequently in recent issues 
of this magazine, is a case in point, but the com- 
pany also illustrates the dangers of this kind of a 
situation. Without in any way attempting to detract 
from the company’s success, it should still be recog- 
nized by the eager stock buyers who have recently 
bid the stock above $34 a share, that one or even 
two good years, is not enough to establish that a 
company’s troubles are behind it forever. A major 
small car movement among the leading companies 
in the auto industry would yndoubtedly hurt Amer- 
ican Motors by removing (Please turn to page 152) 
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2—9 mos. ended June 30. 
3—Year ended June 30. 
t—Year ended July 31. 


*—Based on latest dividend rate. 
4d_Deficit. 

n.a.—Not available. 

1—Plus stock. 


1958 


5—Estimated for year ended 7/31/58. 
——————— 


Speculative Stocks in the News 
Ist 9 Month - 
1957 ————1958———— 1958 
Net Earnings Net Earnings Div. 
Sales Per Sales Per Price Range Recent Per Div. 
—(Mil.)— Share —(Mil.)— Share 1957-1958 Price Share* Yield 
American Motors ...................-.-- $291.82 $41.162 $358.5- $2.61° 2934- 5's 28 - 
Avco Manufacturing ................ 238.9 .66 201.3 80 10 - 4’ 92 $.40 4.2% 
Beckman Instruments ................ 38.0% 168 39.8% 4.79" 4734-18" 30 = ~ 
Cessna Aircraft Co. ................. 50.9" 3.70- 66.6" 4.57- 577-19" 49 1.60! 3.2 
Litton Industries .................... ~ wae 1.514 83.0° 2.12° 8034-29'2 74 - - 
ED eee - 118.46 158 23%2-11'4 23 - - 
Minute Maid Corp. ................. 83.2 d 56 77.0 1.95 18%- 458 16 45 2.8 
PE TINS cnccssccecssnvereserees . 30.5 87 41.1 1.17 86'2-25'4 86 .20 2.3 
Reynolds Metals ..................... 331.8 2.40 333.1 2.39 704-32" 67 65! 9 
Studebaker-Packard ................. 105.07 41.067 70.67 42.077 16 - 2% 14 - ~ 
I IE. hiiiclencetinnineabéevndats 128.77 1.167 112.67 327 21'2- 978 18 1.00 5.5 
+ . ss n.a. 61 n.a. 45 3034-12" 26 _ ~ 
Walt Disney Productions ...... 23.4 1.57 34.3 1.89 3678-13 34 .40 1.1 


6—40 weeks ended 6/5/58; no comparison avail- 
abis for 1957 similar period, due to new 
accountina methods. 


7—6 months ended June 30. 
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How Big? 

Mutual funds and other invest- 
ment trust funds are a big fac- 
tor in a select portion of the 
stock market, but less of a factor 
in the total market than you may 
imagine, Bearing on this, the fol- 
lowing comments were made re- 
cently by Herbert R. Anderson, 
new president of the National As- 
sociation of Investment Compan- 
ies: “Big as our industry is, it is 
time to put things in proportion. 
Net investment fund purchases as 
a percent of dollar trading volume 
on the New York Stock Exchange 
were only 4.36% in the second 
quarter of this year, and 2.66% 
in the first quarter.” In 1940 in- 
vestment company assets were 
2.54% of the total market value 
of Big Board common and pre- 
ferred stocks. As of September 
30, 1958, this figure was 5.33% : 
and that accounted for by mutual! 
funds alone was 3.36%. “No 
power can keep the market up 
when it is too high, or keep it 
down when it is too low.” 


Difference 
Why are mutual fund shares 
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ror PROFIT ann INCOME 


going over so big with the pub- 
lic? Answer: they are aggressive- 
ly merchandized on a lucrative 
basis for the sellers. Against that, 
shares of a closed-end investment 
trust are, of course, not merchan- 
dized. They are bought on the 
customer’s initiative, with the 
broker getting only standard 
commissions. On the whole, man- 
agement of closed-end trusts and 
management of mutual funds are 
equally competent—but mutual 
fund shares are sold at a pre- 
mium over asset values, whereas 
shares of closed-end trusts can 
generally be bought at some dis- 
count from asset values. 


SL 
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Granite City Steel .................... 
Florida Power & Light ............ 
Heller (Walter E.) & Co. . 


| Ideal Cement wont 
Mammertamn Seating Ce. ocsescceccscceccecsesscscessosenee 


I IIT a caccieeiinin cit setitievsissanscsensintesnbaceowtanion 





Raytheon Manufacturing siiaaisacantemeaiel 
| Sheaffer (W.A.) Pen Con oooccccccccccccccccccccceeee 
Amer. & Foreign Power .............ccccccccccceees 





IN IIE cocccccccincscsctsccsanenssnrsesvenss , 








INCREASES SHOWN IN RECENT EARNINGS REPORTS | 

1958 1957 | 

Quar. Sept. 30 $1.08 $75 | 

Quar. Sept. 30 95 82 | 
9 mos. Sept. 30 1.68 1.54 
Quar. Sept. 30 1.73 1.56 
9 mos. Sept. 30 2.51 2.24 
9 mos. Sept. 30 1.77 1.59 
Quar. Sept. 30 82 34 
6 mos. Aug. 31 49 34 
6 mos. June 30 72 59 
12 mos. Aug. 31 1.74 1.56 
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Good And Poor 


Some favorite stocks of institu- 
tional funds have done well in 
this market, some have not. That 
is to be expected, since fund man- 
agers also have no crystal ball: 
and their requirements result in 
heavy emphasis on reputations 
built on past performance. Here 
is a partial list of institutional 
favorites which either have not 
yet risen above highs made with- 
in the period 1955-1957 or which 
have risen less than the indus- 
trial average so far this year: 
Standard Oil (New Jersey), Gen- 
eral Electric, General Motors, du 
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Pont, Union Carbide, Socony 
Mobil, Phillips Petroleum, Am- 
erada, American Cyanamid, Gulf 
Oil, Standard Oil (Indiana), In- 
ternational Paper, Westinghouse 
Electric, Allied Chemical, Con- 
tinental Oil. 


“Leaders” 

So-called “leading stocks” are 
stocks of large, strong companies. 
They are not leaders in percent- 
oge rise in a major market ad- 
vance—which is why the over- 
all performance of institutional- 
grade stocks does not differ great- 
ly from that of the Dow indus- 
trial average. From the October, 
957, low to the 1958 high to 

ate, the latter rose about 30%. 
lere are gains from lows to 1958 
iighs in some highly speculative 
tocks not favored by institution- 

| buyers: Admiral Corp. 138%, 


American Motors 507%, Crown 
‘ork 176%, Emerson Radio 
160%, Checker Motors 268%, 
Howe Sound 143%, New Haven 
Railroad 167%, Schenley 190%, 
Studebaker - Packard 532%, 
Spiegel 174% and Twin Coach 


100%. But some people forget 
how sharply the “percentage”’ 
shifts on a rise. Thus, from 2 to 
10 is 8 points or 400 ; but from 
10 to 18, while also 8 points, is 
80% or only a fifth as much. No- 
body can hope both to buy at the 
low and sell at the top; and the 
reversal of every large market 
rise leaves many people on the 
losing end in inferior stocks 
which may take years to come 
back, with some possibly never 
getting back fully, The average 
long-term holder of institutional- 
grade stocks unquestionably fares 
better over the years than the 
average in-and-out speculator. 
Laggards 

Market behavior of the follow- 
ing stocks, among many others, is 
unimpressive at this writing: Al- 


coa, Bath Iron Works, Case, 
Chrysler, Firestone, Ford Motor, 
Foster Wheeler, Eastern Air 
Lines, Harbison-Walker, Hertz, 
Homestake, Lukens Steel, Mack 
Trucks, Magnavox, Merc k, 
National Acme, National Gyp- 
sum, Outboard Marine, Pitts- 
burgh Plate Glass, Phillips Pe- 
troleum, Republic Steel, Socony 
Mobil, Timken, United Fruit, 
U. S. Borax, U. S. Gypsum, 
Westinghouse Electric. 
Groups 

In recent trading sessions up 
to this writing, stock groups 
making a better showing than 
the market include aircraft, 
building materials, coal, finance 
companies, dairy products, meat 
packing, movies, paper, radio- 
television, rails, rail equipment, 
food stores, variety stores, steel 
and tobaccos. Some groups now 
performing worse than the mar- 
ket are aluminum, auto parts, 
drugs, electrical equipment, farm 


equipment, machinery, office 
equipment, domestic oils, and 
sugar. 

How Much? 


Where earnings are in a well- 
established upward trend, an- 
nual-rate earning power should 
be given more weight in invest- 
ment thinking than estimated 
full-year profits. A case in point 
is Reynolds Tobacco. Full-year 
net should be around $7.50 a 
share, against 1957’s $6.15; but 
third-quarter profit was at an an- 
nual rate of $8.16 a share. At 8&7, 
the stock is priced at 10.7 times 
the latter figure. With or without 
the proposed merger of Warner- 
Lambert, a profit rate of $10 a 
share in readily conceivable with- 
in another one to two years, 
bringing another boost in the re- 
cently-raised $4 dividend to $5. 
We repeat that the stock has a 
basis for selling above 100, prob- 








ably bringing a split. Compared 
with it, we certainly cannot en- 
thuse over most popular growth 
stocks which are (1) in less 
stable fields and (2) priced at 
anywhere from 25 to 50 or more 
times earnings. 
Another 

Earlier profit-taking advices on 
Lorillard—including our own for 
a gain of about 100% on our ori- 
ginal buying recommendation-— 
have proved wrong, and may be- 
come more so. It is clear by now 
that the company’s remarkable 
resurgence is no flash in the pan, 
even though the turther earn- 
ings growth probably will be at 
a more moderate rate than here- 
tofore, Allowing for recent ex- 
pansion stock financing, 1958 
profit may be around $8 a share, 
against 1957's $3.79. Third-quar- 
ter earnings were at an annual 
rate of about $9 a share. Now 
at 86, the stock is priced around 
9.6 times the latter figure. Divi- 
dends are at $3.40 regular, and 
the year-end extra probably will 
bring them above $4, At this 
time, 1959 earnings over $10 a 
share seem a reasonable expecta- 
tion, with some further rise in 
dividends. The stock could go 
above 100, whether soon or !ater 
on. Here again the moderate val- 
uation contrasts strikingly with 
inflated price-earnings ratios of 
institutionally-popular long-pull 
growth stocks. 


Revion 

Outside of the utility field, 
there are few in which the in- 
vestor can get stability, plus at 
least moderate-rate growth, at a 
fairly reasonable market price. 
One of them is cosmetics and toil- 
etries. Total sales were maintain- 
ed through each postwar business 
recession, and they continue to 
grow steadily. Among the lead- 
ers in this Revlon is 
well established, aggressive and 


business, 




















———= =— has ample cash to finance further 
DECREASES SHOWN IN RECENT EARNINGS REPORTS expansion and _ diversification 
1958 1957 both internal and via acquisi- 
Filtrol Corp. oo... * Quar. Sept. 30 $ .50 $ 84 tions. Its 1958 profit should be 
NSE eae oe Re Nes Quar. Aug. 31 56 8) around a record $3.75 a share or 
Gladding, McBean & Co. . Quar. Sept. 30 .34 .60 a little more, compared with last 
MacAndrews & Forbes Co. Quar. Sept. 30 38 55 year’s $3.37. A material increase 
Worthington Corp. .......ccccccccsceceeengeeess 9 Mos. Sept. 30 3.48 4.61 in the $1.60 dividend seems like- 
Cosden Petroleum ............... Quor. July 31 39 65 ly. At 40, the stock is priced at 
Dow Chemical Co. Quar. Aug. 31 43 56 a moderate 10.6 times earnings, 
ari MING TB, ssceccsccssssnssbesnsccintconnsone 9 mos. June 30 2.65 3.97 yielding 4% on the present divi- 
RETIN er ae ea a, Smee 36 weeks Sept. 6 3.71 8.71 dend. It may well be a $50-to-$60 
Royal McBee Corp. Year July 31 03 2.68 stock within 12 months, 
a | (Please turn to page 156) 
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ACTIVITY 


Industrial Production 
FRB INDEX 1947-1949-100) 


———— a 


* 


Forecaster 


INTERESTING TO NOTE — 
The rise in industrial production 
line between 1956-57 was offset 
by economic decline in that 
period, accurately forecasting 
heavy inventory accumulations. 


1999 y «(1950 y 1951 


W ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook—the right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus *3 on the down side usually precedes an important con- 
traction in our economy. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 

and business standpoints. 


Current Indications of the Forecaster 


On the basis of the most recent figures, the inter- 
mediate trend of the indicators remains clearly upward, 
with seven of the eight components continuing to ad- 
vance and the Relative Strength Measurement still at a 
high level. 

Some slight slowing of the pace of advance can be 
detected, however. The uptrend in the indicators is no 
longer unanimous, with non-residential construction 
turning downward, after advancing since January. The 
other seven indicators all remain in intermediate up- 


trends. In recent months, average hours worked, stock 
prices, housing starts and new incorporations have 
moved sharply higher. Raw industrial materials have 


advanced more slowly; durable goods orders and busi- 
ness failure liabilities (inverted) have gained irregularly. 

With all but one indicator still rising, the Trend Fore- 
caster remains in a vigorous uptrend and the Relative 
Strength Measure holds above the significant plus 3 
level. All this signifies that further business recovery at 
least into early 1959 is to be expected, although the 
pace of this recovery may be somewhat more sedate. 
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CONCLUSIONS IN BRIEF 


PRODUCTION—trising slowly, retarded mainly by 
auto strikes in October. Further gains probable 
through November and December, mostly in durable 
goods lines (transport equipment, machinery, ap- 
pliances). 


RADE—sales volume strengthening gradually, head- 
ng toward biggest Christmas on record. Soft goods, 
1ovelties, already booming, and appliances picking 
jp moderately. Auto sales should improve quickly 
when dealer stocks increase. 


MONEY AND CREDIT—a further rise in the discount 
rate, and continued firm (but not yet restrictive) 
Reserve policy suggest still more tightness between 
now and year-end. Look for further small advance 
in short-term rates, greater difficulty in securing long- 
term funds, particularly mortgage money. 


COMMODITIES—are gathering strength, particularly 
industrial commodities, partly owing to strikes, but 
also to gradually increasing consumption rates. 
Further moderate strength through year-end is the 
outlook. 








BUSINESS ACTIVITY 
M.W.S. INDEX (1935-1939 100) 
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MONEY AND BANK CREDIT 
(WEEKLY REPORTING MEMBER BANKS) 
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HE consensus of business forecasts for 1959 is 

now beginning to take quantitative form. While 
much more information on the consensus will become 
available in the next month, it is possible to sketch 
it out now. 

For gross national product, the forecasts of 1959 
now seem to average out at about $468 billion, 
some $30 billion above the $438 billion anticipated 
for 1958. Of this increase, it is expected that about 
$7 billion will reflect the very pronounced reversal 
of inventory policy, from liquidation in 1958 to ac- 
cumulation in 1959. Another $2 billion or so will 
reflect the higher rate of residential building expected 
in 1959. About $7 billion of the increase is attribut- 
able to expansions of spending by federal, state and 
local governments. Outlays for plant and equipment 
may add up to about $2 billion more than in 1958. 
Consumer spending for services is expected to rise by 
$5 billion; and consumer outlays for goods account 
for the remaining $7 billion of the rise. This, of 
course, is the concensus of opinion regarding 1959 
and it adds up to a rather heady outlook. It might 
be added that only a moderate portion of the total 
$30 billion increase is assigned to rising prices; most 
analysts expect the consumer price index to rise by 
not more than 2°, in 1959. 


On the production front, an index of industrial 
output in the neighborhood of 147 (1947—49= 100) 
is looked for. While this would represent a marked 
improvement from 1958, it is actually not very much 
higher than was achieved as much as four years 
earlier; it suggests the possibility that industrial un- 


(Please turn to the following page) 
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Latest Previous Year 

THE MONTHLY TREND Unit | Month Month Month Ago 

INDUSTRIAL PRODUCTION* (FRB)...... 1947-'9-100 | Sept. 137 136 144 

Durable Goods Mffr...........cccsssssee sseeee 1947-'9-100 | Sept. 144 144 160 

Nondurable Goods Mfr............:.:000 1947-'9-100 | Sept. 134 133 131 

IN. arcescitatchasdtiaphidaiiniishicis ; 1947-'9-100 | Sept. 123 120 129 

RETAIL SALES*.... $ Billions Sept. 16.6 16.9 16.9 

Durable Goods. $ Billions Sept. 5.1 5.2 5.7 

Nondurable Goods $ Billions Sept. 11.4 11.6 11.2 

SY oa SIN anssisoeceenanniconntaccnionenitis 1947-'9-100 | Sept. 138 147 136 

MANUFACTURERS’ 

New Orders—Total™........... , $ Billions Aug. 26.3 26.4 27.3 
Durable Goods $ Billions Aug. 12.3 12.5 13.2 
Nondurable Goods..............cccc000 $ Billions Aug. 14.0 13.9 14.2 

ea $ Billions Aug. 26.4 26.3 28.6 
SE $ Billions Aug. 12.4 12.3 14.3 
Nondurable Goods...............:.se00 $ Billions Aug. 14.0 14.0 14.3 

BUSINESS INVENTORIES, END MO.* $ Billions July 85.9 86.4 91.0 

GRGTIUTOTE cccccesccesscocncccceccesccvestese $ Billions July 49.8 50.2 54.1 

MUNI ccsdetisiesnsanetotserenscteounonustootinis $ Billions July 12.1 12.1 12.7 

DIE aaatiniceatinietsaucatasisisuussentanioiliall $ Billions July 24.0 24.1 24.1 

DORE. BORPO BOCGNG ...cccecesccvecssscoccsccsie 1947-'9-100 July 148 148 154 

CONSTRUCTION TOTAL.................cc00c000 $ Billions Sept. 48 4.8 47 

RES alee Se CER ered Saar er $ Billions Sept. 3.2 3.2 3.2 
III “Ainvincitccvtintiitesiandacumnnis $ Billions Sept. 1.7 1.7 1.6 
ND iciateiaciliCianit accel aceemaiae $ Billions Sept. 1.5 15 1.6 

Housing Starts*—a...........ccscesessseseees Thousands Sept. 1220 1170 1012 

Contract Awards, Residential—b...... $ Millions Sept. 1460 1451 1151 
Be i cctisincinctsiinvtensaniansmeents $ Millions Sept. 1756 2016 1399 

EMPLOYMENT 

BE RII : etishsicndnteaiesisbosbeisomniaeeans Millions Sept. 64.6 65.4 65.7 

IIIS -scciasisiistccnsiaatpnnsensteteiisniinnediiininiends Millions Sept. 51.1 50.6 52.7 
Government Millions Sept. 7.9 77 7.6 
III. | sepiecsdateishachiatauiiahelidbiticsdtaatisboisigntonae Millions Sept. 1.1 11.0 11.3 
IND. sccnestutniissiianaincemennqncdnnunein Millions Sept. 11.9 11.6 13.0 

PN I isitiscicrnensonisternigutens Hours Sept. 39.8 39.6 - 39.9 

Se IN ia cissccisiccadnendinine Dollars Sept. 2.14 2.13 2.08 

Weekly Earnings.................0000 Dollars Sept. 85.17 84.35 82.99 
PERSONAL BECORAR™...........ccccccccccccoscesee $ Billions Sept. 358 356 351 

FE Si MN cansskasinctdscnsusensttontien $ Billions Sept. 239 239 240 

Proprietors’ Incomes.....................00+ $ Billions Sept. 57 57 55 

Interest & Dividends...................cc000. $ Billions Sept. 32 32 32 

Transfer Payments...............ccccccesesees $ Billions Sept. 27 27 22 

Be I initecctinicssisaciinseiandesincntuitaen $ Billions Sept. 17 17 15 

CONSUMER PRICES 1947-'9-100 Aug. 123.7 123.9 121.0 

PD Sinietinea 1947-'9-100 Aug. 120.7 121.7 117.9 

Clothing 1947-'9-100 Aug. 106.6 106.7 106.6 

RN aici iit ccnaitdecaiacing 1947-'9-100 | Aug. 127.9 127.7 125.7 

MONEY & CREDIT 

All Demand Deposits’.................00+ $ Billions Aug. 109.3 109.6 106.8 

EE EI a cetecsnencsntnnsvaniniaitoinnte $ Billions Aug. 84.9 84.0 83.2 

Business Loans Outstanding—c.......... $ Billions Aug. 29.9 29.5 32.0 

Instalment Credit Extended’............ $ Billions Aug. 3.4 3.3 3.6 

Instalment Credit Repaid”................ $ Billions Aug. 3.4 3.4 3.3 

FEDERAL GOVERNMENT | 

I I i aaccctnssesmsieionsiniiiie $ Billions | Sept. 7.2 4.8 7.2 

Budget Expenditures...... $ Billions Sept. 6.6 6.2 5.7 

Defense Expenditures $ Billions Sept. 3.8 3.5 3.4 

$ Billions | Sept. (4.5) (5.0) (2.5) 


Surplus (Def) cum from 7/1............ 





PRESENT POSITION AND OUTLOOK 


employment will still be present in 





1959, although not to the same | 


extent as in 1958. 


Dominant element in the 1959 out- | 


look is now taken to be the reversal 


of inventory demand, perhaps further | 


amplified by the possibility of a seri- 
ous strike in steel in mid-year. Com- 
bined with this inventory strength is 
the steady and rapid uptrend in 
spending by the federal government, 
states and local entities. 


* * * 


STEEL OUTLOOK—notes of strong 
recovery, rather than just plain re- 
covery, are beginning to show up in 
this industry. Reason: in the third 
quarter, while the steel production 
rate continued to rise, liquidation of 
steel inventories by users apparently 
continued, and at a rate not much 
slower than in the preceding quarter. 
This means that the ingot output rate 
can go still higher before inventory 
accumulation begins. A steel produc- 
tion rate in the 80°% range is now 
more or less assured for the fourth 
quarter. 


EMPLOYMENT AND _ UNEMPLOY- 
MENT—here is one of the big ques- 
tion marks for 1959. 

In the last count of the Census 
Bureau, unemployment was still 
about 1.5 million higher than a year 
ago; employment was about 1 mil- 
lion lower, and some 500,000 addi- 
tional workers were looking for jobs. 
This situation will doubtless improve 
over the next three or four months; 
nevertheless, unemployment in 1959 
is now expected to run somewhat 
higher than in any other year of re- 
covery in the last decade. Part of 
the explanation lies in the tempo- 
rarily very rapid increase in produc- 
tivity—output per manhour of labor 
employed. By present indications, 
manufacturing productivity may have 


increased by as much as 6% this 
year. 

* ia * 
INSTALMENT CREDIT—its behavior 


over the next several months will 
provide a strong clue to the markets 
for automobiles and appliances in 
1959. 

In the automobile market, and to 
a much lesser extent in the appliance 
market, credit conditions have an 
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PRESENT POSITION AND OUTLOOK 


important bearing on sales rates 
Something like two out of every three 
new-car purchases involve extension 
of instalment credit. In recent months, 
the volume of extensions has started 
to turn around, after its very precipi- 
tous drop of early 1958, suggesting 
that consumers are gradually becom- 
ing less fearful of going into debt. 
But it will take a whopping amount 
of credit extension to bring the auto- 
mobile market back to the better 
than 6 million car level of sales that 
prevailed in 1956 and 1957. 


* * * 


FARM ABUNDANCE— it's both a joy 
and a sorrow. The present crop esti- 
mates for 1958 point to an all-time 
record output, despite reductions in 
acreage under cultivation. The flow 
of the excess farm commodities into 
CCC storage is already at close to 
levels for several important 
crops, and support payments to farm- 
ers are among the major reasons for 
the widening gap between federal 
income and federal outgo. From the 
farmer's point of view, the supports 
represent a substantial flow of in- 
come; from the taxpayer's point of 
view it is a reason for a federal defi- 





QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY Poesia 
In Billions of Dollars—Seasonally Adjusted, at Annual Rates 
--—--—— 1958————— ——1957—— 
SERIES Wm ul | i 
Quarter Quarter Quarter Quarter 
GOSS NATIONAL PRODUCT 440.0 429.0 425.8 445.6 : 
Personal Consumption ..... 292.0 288.3 286.2 288.3 
»rivate Domestic Invest. 54.5 49.2 49.6 66.7 
Net Foreign Investment ............ 0.5 0.5 0.5 3.6 
Sovernment Purchases ..............cc0.c000 93.0 90.9 89.5 87.0 
IIIT, aisdsiadaiddcdbiasihistecbicusheetenleinbieioesiotiaanate 53.0 51.9 50.9 50.9 
RN Ut MIT iciiesicpennsienciniahieinconaiaiabindeionag 40.0 39.1 38.6 37.8 
ESE 357.5 349.8 347.3 351.8 
ax & Nontax Payments .............0000 43.5 42.3 42.3 43.1 
REE IID ntcecsesesnecamnesersnseinans 314.0 307.5 305.0 308.7 
consumption Expenditures 292.0 288.3 286.2 288.3 
Personal Saving—d ..........c.sssessseseees 22.0 19.2 18.8 20.4 
CORPORATE PRE-TAX PROFITS ............ - 32.0 31.7 44.2 
OY EE = 16.3 16.1 22.0 
Corporate Net Profit .. oa 15.7 15.5 22.1 
Dividend Payments 12.4 12.5 12.7 
SIE MINS ccs occmncenniactinccnownesnn — 3.3 3.0 9.4 
P ANT & EQUIPMENT OUTLAYS .......... | 30.3 32.4 37.8 
THE WEEKLY TREND 
Week Latest Previous Year 
Unit | Ending Week = Week Ago record 
MWS Business Activity Index*..| 1935-’9-100 Oct. 18 285.0 283.6 282.8 
MWS Index—per capito® ...... 1935-'9-100 Oct. 18 212.0 211.0 214.2 
Steel Production ............sssssee % of Capacity | Oct. 25 74.8 74.2 80.2 
Auto and Truck Production....| Thousands | Oct. 25 90 62 133 
Paperboard Production ............ Thousand Tons | Oct. 18 | 314 309 310 
Paperboard New Orders............ Thousand Tons | Oct. 18 | 283 296 255 
Electric Power Output’............ 1947-'49-100 Oct. 18 | 236.1 236.0 228.3 
Freight Carloading..................... Thousand Cars | Oct. 18 | 696 686 727 
Engineering Constr. Awards....| $ Millions | Oct. 23 251 248 360 
Department Store Sales........... 1947-'9-100 | Oct. 18 | 146 147 138 
Demand Deposits—c..................+ $ Billions | Oct. 15 56.1 55.6 54.8 
Business Pabures ....000..0000sc0000cee0s | Number Oct. 16 | 288 271 258 


cit, and a potential 
future increase in tax rates. 


reason for a 





*s W A 





y justed. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
centers. (na)—Not available. (r)—Revised. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
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No. of 1958 Range 1958 1958 Nov. 14, 1936 Cl.—100) High low Oct. 17 

Issues (1925 C!.—100) High low Oct. 17 Oct. 24 100 High Priced Stocks ... 250.7 189.7 249.7 250.1 
300 Combined Average .......... 395.4 283.9 395.2R 395.4H 100 Low Priced Stocks ... 509.9 334.7 504.3R 509.9H 
4 Agricultural Implements ...... 327.4 196.5 322.0 322.0 Fe Fe sinietcninernsercens 772.5 530.5 721.0 741.6 
3 Air Cond. (‘53 Cl.—-100) .... 113.7 87.8 WI 113.7H 4 Investment Trusts ............ 181.5 144.4 181.5 177.4 
9 Aircraft ('27 Cl.—100) ...... 1208.1 982.2 1188.5 1188.5 3 Liquor (‘27 Cl.—100) ........ 1513.4 913.4 1423.8 1513.4H 
7 Airlines (‘27 Cl.—100) ........ 952.3 638.8 934.6 928.7 8 Machinery 443.5 343.8 440.1 429.8 
4 Aluminum (‘53 Ci.—100) 435.8 253.4 430.8 413.0 3 Mail Order 243.4 143.3 240.7 240.7 
6 Amusements . ........ccccccceeecceuee 179.7 125.0 179.7 176.1 4 Meat Packing ........c0 191.0 123.6 187.7 191.0 
8 Automobile Accessories ...... 375.8 298.9 370.1 373.0 5 Metal Fabr. (‘53 Cil.—100) 177.4 138.1 177.4 174.7 
ae 85.0 40.8 82.3R 85.0H 9 Metals, Miscellaneous ........ 381.5 278.3 376.2 368.3 
4 Baking (‘26 Cl.—100) .......... 37.7 28.5 36.5 37.7H OE scectiseinslinieneminivne o 1144.8 8418 11448 11448 
4 Business Machines ....... 1191.9 898.2 1191.9 1157.4 22 Petroleum ........... 822.5 629.7 809.7 803.3 
III: ianisniasiesidiientecitiabcatinan 663.8 509.5 653.5 638.1 21 Public Utilities 312.7 258.9 310.1 312.7H 
5 Coal Mining ...... 27.7 18.4 26.6 27.7H 7 Railroad Equipment ............ 82.7 59.2 82.2 82.7H 
4 Communications ..... 136.1 85.7 136.1 132.7 fe 68.0 43.0 67.6 68 OH 
9 Construction ........ 143.0 107.5 142.0 143.0H 3 Soft Drinks 550.5 445.6 537.4 546.1 
BF CIOS sicnsnsskenandienneiniine 1057.5 707.3 1002.6 1057.5H 12 Steel & Iron 373.9 249.3 371.5 364.3 
7 Copper Mining ..........0006 «+ 276.0 184.6 276.0 274.2 CU cannes 141.3 102.8 136.3 131.4 
2 Dairy Products ....... 140.8 115.6 140.8 138.5 Oe IID. “siiescehinsiecsiinbniacsiniitinisnala 785.5 543.4 769.3 764.0 
6 Department Stores 114.2 78.9 112.7 111.1 10 TV & Radio (’27 Cl.—100) .. 49.5 28.8 49.5 49.0 
5 Drugs-Eth. (‘53 Cl.—100).... 364.4 217.2 364.4 350.4 Be SII. <acceeshtadinbenadnsincgnsiniath 154.0 106.9 153.0 154.0H 
6 Elec. Eqp. (‘53 Ci.—100).... 245.2 195.8 245.2 243.3 3 Tires & Rubber ..................... 187.2 142.3 184.1 187.2H 
2 Finance Companies ....... .... 747.2 568.8 719.3 747.2H BIE cetceinieens 168.4 110.9 159.9 168.4H 
i ene 373.2 255.5 365.7 363.2 2 Variety Stores 313.9 239.3 300.7 313.9H 
A EEE 258.7 182.2 255.1 251.4 | 17 Unclassif’d (‘49 Cl.—100)... 212.7 145.4 211.3 212.7H 

H—New High for 1958. R—Revised. 
1958 145 


Trend of Commodities 





SPOT MARKETS—Industrial raw materials continued to forge 
ahead in the two weeks ending October 24, and the BLS index 
of 13 such materials rose 1.5%. Metals, rubber and hides, all 
were higher as producers continued to rebuild inventories of 
raw materials. Raw foodstuffs were under pressure from 
plentiful supplies and this component gave up 1.0% in the 
period. The BLS over-all daily index of 22 commodities never- 
theless gained 0.4%, reflecting the over-riding strength of 
industrial materials, 

The rank and file of commodities, meanwhile, remained in 
a narrow price range as evidenced by the small changes in 
the BLS comprehensive weekly index. In the two weeks end- 
ing October 21, this index fell 0.1%, as the result of lower 
farm and food prices, while all other commodities remained 
unchanged. 


WHOLESALE COMMODITY 


ALL COMMODITIES 


1947-49 — 100 - 


20 





FUTURES MARKETS—Futures prices of domestic farm commodi- 
ties were mostly lower in the two weeks ending October 24, 
under pressure from record-breaking supplies, while most 
industrial materials and imports such as cocoa and coffee, 
moved higher. Strong action of the latter group accounted 
~ the 1.54 point gain in the Dow-Jones Commodity Futures 
Index. 

Wheat prices were lower during the fortnight, the Decem- 
ber option losing 34, cents, to close at 19234. Heavy stocks of 
the grain contributed to the weakness and this was later 
confirmed by a Department of Agriculture report that whect 
stocks in all positions on October 1, were at a new high. | 
However, widening of the spread between prices and the loan 
level will fortify the movement into the loan and should 
eventually bolster the price level. 


1 


1947-49 — 14 


1958 0 





1955 1956 1 

BLS PRICE INDEXES | Latest 2Weeks 1Yr. Dec.6 
1947-1949—100 | Date Date Ago Ago 1941] 

All Commodities Oct. 21 118.6 118.7 117.8 60.2 
Farm Products Oct. 21 a3 822 AS SD 
Non-Farm Products Oct. 21 126.0 126.0 125.8 67.0 
22 Sensitive Commodities Oct. 24 86.9 86.5 84.3 53.0 
9 Foods Oct. 24 83.1 84.0 82.4 46.5 

13 Raw Ind’l. Materials Oct. 24 89.5 88.1 85.4 58.3 

5 Metals Oct. 24 98.9 966 90.0 5446 

4 Textiles Oct. 24 77.2 768 79.0 56.3 





MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 





1958 1957 1953 1951 1945 1941 


High of Year 150.6 1663 162.2 215.4 98.9 85.7 
Low of Year 146.5 1495 147.9 176.4 96.7 743 
Close of Year 150.0 152.1 180.8 98.5 83.5 





DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 





1958 1957 1953 1951 1945 1941 
High of Year 159.0 163.4 1665 2145 1064 84.46 
Low of Year | 150.4 153.8 166.8 189.4 105.9 84.1 
Close of Year 156.5 147.9 176.4 96.7 743 
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Cyanamid brings you new bathroom beauty 
with Formica’ laminated plastic ! 















New ideas in bathroom beauty are being created with Formica laminated plastic. 
Indeed, this versatile material made by Formica Corporation, subsidiary of INFORMATION of interest about the 
— _-_ . . Erie eat } Rn : . : t organization, products and activities of 
American Cyanamid Company, is bringing about a revolution in bathroom American Cyanamid Company and its 
design and decoration. For example, it has helped to popularize the Vanitory subsidiaries is contained in a new book- 
idea, in which counter-top lavatory, make-up bar, cabinet and othe its are ist, | This is Cyenamid.” You may 
aca, cn Ce “top 1é y; ~~ 1} i cabinet and other units are obtain a copy free on request. Address 
planned together with Formica wall surfacing for new distinction—and new Public Relations Depart- 
Oe “ee ete ae _— ae ment, American Cyan- 
convenience. FORMICA is use d because it provides a combination of advantages amid Company, 30/ x, 
—color and pattern variety, durability and economy, resistance to stains, ease Rockefelier Plaza, a 

: . — sae . . New York 20, N. Y. — 
of cleaning and warm, smooth touch. These qualities are given to Formica ; 
by melamine, one of many Cyanamid chemicals that bring improvements _ 





wT) 


to everyday living! 





df 











—  CYANAMID _—_— 


AMERICAN CYANAMID COMPANY. 30 ROCKEFELLER PLAZA, NEW YORK 20, N.Y. 
Wriie for more information about FORMICA laminated plastic 














The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you, It 
is subject to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


1. No inquiry will be answered which is mailed in our postpaid reply 


envelope, 


5. Special rates upon request for those requiring additional service. 





Combustion Engineering, Inc. 
“As a subscriber to your magazine, I am 
gratefully accepting your offer of per- 
sonal consultation on Combustion Engi- 
neering. Please advise your opinion of 
the company.” 

B. A., San Diego, California 

Combustion Engineering, Inc. 
is one of the leading manufactur- 
ers of steam generating equip- 
ment; also makes equipment for 
processing industries and other 
products such as automatic water 
heaters, soil pipe, etc. The com- 
pany also is active in nuclear 
power development, building re- 
actor equipment, etc. 

Consolidated net earnings of 
Combustion Engineering, Inc., for 
the first half of 1958 amounted to 
$3,618,708 or $1.12 per share. For 
the first 6 months of 1957 the 
company reported net earnings of 
$3,503,792 or $1.09 per share. 

The president of the company 
said in the Spring he expected 
earnings for 1958 would exceed 
the $2.42 per share reported in 
the previous year. 

First half shipments this year 
were $164,721,318 against $105,- 
$15,726 in the similar period of 
last year. 

Capital expenditures for 1958 
will be considerably less than 
those of the two preceding years, 
according to the president of the 
company. They are estimated at a 
maximum of $8 million, compared 
with $15,900,000 in 1957 and 
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$18,809,000 in 1956. 

The company now has under 
construetion for the electric util- 
ity industry some of the largest 
and highest pressure steam gen- 
erators ever built, These will be 
placed in service in utility plants 
in the period 1958-1961. 

While the volume of business 
that will be placed in 1958 by the 
electric utility industry, Combus- 
tion Engineering’s major custom- 
er, will undoubtedly be less than 
in recent years, it is believed that 
increased buying in this industry 
to take care of normal load growth 
will occur before the work now on 
hand is completed. As a result, 
the operation of this division for 
the years immediately ahead 
should be at a fairly constant 
output. 

Research and development costs, 
especially in the company’s nu- 
clear energy field, continue at a 
high rate, with a corresponding 
adverse effect on earnings. A sub- 
stantial capital investment has 
been made at Combustion’s plants 
to equip them to design and build 
complete nuclear power plants. 

In the past four years, many 
large reactor vessels and other 
complicated components used in 
Naval vessels and in nuclear 
power plants have been built. 
This work included the two larg- 
est vessels of their kind ever con- 
structed,—the first for the Ship- 
pingport Station of the Duquesne 





Light Co., the country’s first full 
scale nuclear power station a) ly 
the second for the Enrico Fernii 
Atomic power station of tle : 
Power Reactor Development C». 
and Detroit Edison Co. The latter 
vessel was shipped from Con- 
bustion’s Chattanooga plant. 

Because of the intricate designs 
that have required new manufac - 
turing processes and techniques, 
the nuclear component division of 
the company has operated contin- 
uously at a loss. It is hoped tha 
with the wide experience gaine:| 
from the considerable volume of 
this work now on hand, opera- 
tions can be completed within the 
cost estimates. 





The backlog of orders as o 
December 31, 1957 amounted two 
$385,927,000, compared wit 
$384,136,000 at the end of 195¢ 

Net sales for the fiscal yea 
ended December 31, 1957 amount 
ed to $286,092,078, compared wit! 
$169,015,099 in the preceding 
year, 

Current quarterly dividend i 
28 cents per share. 


The Garrett Corporation 
“T am renewing my subscription to you 
magazine and would appreciate receiv 
ing earning data and dividend pay 
ments on The Garrett Corp.” 
M. L., Miami Beach, Florida 

Garrett Corp. is a major manu- 
facturer of components and ac- 
cessories for the aircraft, missile 
and diesel industries, together 
with other varied activities. 

For the fiscal year ended June 
30, 1958 the company reported 
net profit of $4,118,707 on sales 
of $170,409,368. 

Both sales and earnings com- 
pared favorably with the pre- 
ceding year’s all-time high when 
sales reached $176,095,038 and 
profits $4,940,582. 

Per share income figures for 
1958 and 1957 were $4.18 and 
$5.02 respectively, based on the 
984,718 shares outstanding on 
June 30, 1957 and at June 29, 

(Please turn to page 157) 
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COPPER 


Why do more and more plumbing codes sanction the use of copper for sanitary 
drainage lines? Why the fast-growing preference for copper soil, waste and 
vent lines among architects, plumbers, and homeowners coast to coast? 

You’d suppose it’s because copper is lighter, smoother, longer lasting. And 
right you’d be! But copper drainage systems cost less to install, too—as 
many builders will testify. 

For one thing, copper tubes are furnished in twenty-foot lengths. That 
means fewer joints. And these connections are quickly, neatly and permanently 
made with solder-joint fittings. There’s no threading or caulking, so labor is less. 

Copper tubes eliminate rust build-up . . . smooth inside walls resist clogging. . . 
hence they can be smaller in diameter than conventional ferrous piping. This 
avoids expensive extra-wide partitions, cuts carpentry costs, effects substantial 
savings in floor space and headroom on many jobs. 

For your protection, changes in plumbing codes are made slowly, carefully. 
Yet hundreds of communities throughout the country have investigated, 
checked and rechecked, and subsequently approved this relatively new applica- 
tion for copper in building construction. Is your community among them? 

Look into it. And remember, this trend to copper drainage systems illustrates 
what Anaconda research is always striving for, throughout the entire Anaconda 
line . . . new ways to do things better . . . more value for less money. 


Technical information on copper drainage tubes is available on request. Simply address Anaconda al 25 Broadway, New York 4,N.Y. 


(and modernized plumbing codes) 
keeps a lot of money from going down the drain 
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The American Brass Company 
Anaconda Wire & Cable Company 
Andes Copper Mining Company 
Chile Copper Company 
Greene Cananea Copper Company 
Anaconda Aluminum Company 
Anaconda Sales Company 


International Smelting and 
Refining Company 


Cochran Foil Corporation 
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Retail Market for Foreign 
Goods Will Boom 
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only those imports that are ex- 
tremely well machined can com- 
pete with the American hand- 
guns. 

Buyers of imported specialty 
foods such as cheese, tinned hams, 
confections and other delicacies 
look for greater sales during the 
1958 Christmas season, as com- 
pared with last year’s achieve- 
ment. Imports of sweetened choc- 
olate candy totaled 7 million 
pounds during 1958, an increase 
of 16% over previous year’s pur- 
chases. This trend will maintain 
its steady rise since foreign can- 
dies are popular with retailers 
and consumers here because of 
their relatively low prices. 

Retailers of foreign alcoholic 
beverages will have a good season 
in beer, wine and liquor. Sales of 
Seotch whiskey will be above 
1957 purchases and will pick up 
in previously depressed steel and 
automobile producing centers 
where unemployment has _les- 
sened. Brandy will grow in popu- 
larity here because of a broad 
and clever promotional campaign. 
Irish whiskey sales will also rise 
for the same reason. At the same 
time, consumption of domestic 
beer may decline, with imported 
beers making a 25% gain in sales 
over previous year. European li- 
queurs currently are priced too 
high to make inroads in USS. 
market. But there will be a good 
opportunity for rise in U.S. pur- 
chases of low-cost imported wines 
at expense of recently upgraded 
California vintages. 

Medium-quality imported lace 

will meet with formidable com- 
petition from the rapidly develop- 
ing American industry. But the 
U.S. market for the high grade 
laces from France, Belgium and 
Switzerland will continue at pre- 
vious level since imported re-em- 
broidered lace cannot be dupli- 
cated here. Fine lace tablecloths 
from Italy and Belgium and 
French Alencon cloths will have 
good Christmas sales. 


In Conclusion 
A broad variety of carefully se- 


lected foreign merchandise will 
be exhibited to U.S. buyers and 





consumers at the forthcoming 
third annual U.S. World Trade 
Fair at the Coliseum on May 18- 
19. Foreign manufacturers will 
come to this Fair far better pre- 
pared to sell than previously has 
been the case. The exhibitors will 
be able to offer firm delivery 
prices and dates, as well as com- 
plete information on the products 
and packaging techniques. Busi- 
ness from over 63 nations will 
display more than 3,000 products 
as part of a strong effort to ap- 
peal to the buying public here. 
Originality in  product-designs 
will be featured since American 
consumers now are demonstrat- 
ing a genuine interest in foreign 
goods that show quality and “fit 
the wallet.” The slogan, “Buy 
American,” will increasingly lose 
its appeal to U.S. consumers. END 





The 10 Biggest Defense 
Suppliers 
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ten military contractors. 

THE MARTIN CO.: After several 
disastrous attempts Martin has 
withdrawn from all commercial 
business efforts. It is now 100 
percent military. There are three 
main plants. At Denver the 
ICBM Titan is under contract 
from the Air Force. In Balti- 
more the Air Force B-57 recon- 
naisance bomber and the Navy 
Seamaster P6M patrol plane are 
produced. Missiles are manufac- 
tured at Orlando, Fla. 

The Titan and the Atlas are 
dual approaches for the “first 
generation” of ICBM missiles. 
Rumors are current that the 
Titan activities may be shifted 
to efforts on space vehicles. 
Martin’s contract is of the cost- 
reimbursement type and the 
facilities are Federally owned so 
any adjustment would not ma- 
terially affect the firm. About one 
billion has already been expended 
among a number of contractors. 

The B-57 is being phased out 
at the Baltimore plant. Over a 
quarter of a billion has been 
spent on the development of the 
Seamaster. The total program- 
med cost for completing 24 is 
$630 million. The Navy is 
scrutinizing the costs as well as 
the performance tests of this 
seaplane to determine if more 
funds should be provided. The 


Baltimore factory is largely Fed- 
erally owned. 

The new Orlando plant has 
contracts for a number of prom- 
ising missiles. These include the 
Mace, a winged air breathing 
missile with a 600 mile range for 
the Air Force. It will replace the 
Matador. The Army Pershing is 
a solid fueled 700 mile range 
ballistic missile. It will replace 
the cumbersome Redstone. The 
Lacrosse is an accurate surface- 
to-surface field missile designed 
to replace heavy artillery. The 
Bullpup is an effective Navy air- 
to-surface missile. 

For long range _ prospects 
Martin has several space vehicles 
under development and heads a 
team of contractors with a design 
contract for the ‘“Dyna-Soar’’ 
glide bomber. Jt should remain 
one of the top military suppliers. 
END 





The Right Kind of Companies 
for Stocks Splits 





121) 


and consistent uptrend, gaining 
yearly since 1946, except for 
1954, when sales equalled those 
of the previous year. Earnings 
this year may increase slightly 
over last year’s $5.09. 

First National Stores is the lead- 
ing grocery chain in New Eng- 
land, where it operates about 575 
stores, Leading shares in this field 
have appreciated about 35% on 
an average basis since the begin- 
ning of the year, a market per- 
formance enjoyed by very few 
groups. The result has been that 
the chains showing the best 
growth records in the past are 
now capitalizing earnings at 
nearly 20 times and are approach- 
ing relatively full valuations. 
There is much room for improve- 
ment in First National’s opera- 
tions, for it operates a great 
number of small, inefficient, low- 
margin units. As these are closed 
or remodeled and more efficient 
supermarkets opened, both sales 
and profit margins should bene- 
fit and earnings could show a bet- 
ter growth trend, more in line 
with that demonstrated by sales, 
which have risen yearly since 
1949. In the last fiscal year, the 
company opened 25 new super- 
markets, remodeled or enlarged 
24, and closed 58 small stores. 


(Continued from page 
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Plans for the present fiscal year 
embody the opening of at least 30 
new supermarkets and substan- 
tial remodelings. First National 
is also moving into new areas, in- 
cluding New Jersey. With earn- 
ngs estimated at $5.50 for the 
vear to end next March 31, the 
market currently values’ the 
shares at only 13 times earnings, 
vhich appears rather conserva- 
ive should First National begin 
‘o assume more vigorous growth 
haracteristics. 

Florida Power & Light serves the 
apidly growing state of Florida 
ilong the lower west coast, much 
f the east coast, and in the cen- 
tral and north central areas, pro- 
viding electricity and gas to its 
‘ustomers. Although Florida’s 
population growth in the post- 
war period has been phenomenal, 
the Florida Development Com- 
mission predicts that population, 
now around 414 million, will 
reach 7 million by 1970, In the 
last four years alone, Florida 
Power & Light has increased its 
customers served by 42%. Pres- 
ent company projections call for 
a doubling of capacity by 1961 
and preliminary steps have been 
taken for a doubling beyond that. 
While most utilities find it neces- 
sary to issue additional common 
stock for financing needs, FPL 
has been able to finance much of 
its expansion by keeping the divi- 
dend payout low. The company’s 
financing needs are recognized by 
the Florida Commission, which 
allows nearly a 7% return on in- 
vested capital. Dilution, there- 
fore, has been held to a minimum. 
In the post-war years, revenues, 
net per share and dividends have 
risen yearly since 1947, respec- 
tively gaining during the period 
about 330%, 300% and 160%. 
The present price of the shares 
values latest twelve months’ earn- 
ings at about 25 times. 

International Paper and subsi- 
diaries represent the world’s larg- 
est paper-making complex. It has 
completed a huge post-war ex- 
pansion program which it was 
able to finance from internally 

generated sources and which has 
added over 2 million tons to its 
capacity, With production capa- 
bilities of over 5 million tons of 
paper products, it reportedly ac- 
counts for over 10% of the in- 
dustry,’s basic capacity. In 1957 
its most important products in 
terms of tonnage produced were 
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containerboard, 31% ; newsprint, 
22% ; bleached papers and board, 
17% ; dissolving and other pulps, 
16%; kraft paper, 7%; and 
groundwood, specialty papers 
and miscelaneous items, 7%. The 
company holds 21.7 million acres 
of timberland reserves 30% of 
which is owned, the rest held un- 
der license from the Canadian 
government. International is less 
integrated than many of its com- 
petitors, which, in times of good 
demand, aids profit margins con- 
siderably in that much of produc- 
tion is in higher margin basic 
products. International’s margins 
are consistently among the best 
in the industry. However, when 
demand slackens, the less-inte- 
grated companies’ profits do tend 
to be more adversely affected. 
With the paper industry experi- 
encing oversupply difficulties, 
profits may be restricted over the 
nearer term and are presently es- 
timated at $5.25 for the year. 
The longer term picture is en- 
hanced by the fact that a more 
liberal dividend payout could re- 
sult now that the bulk of expan- 
sion is complete. 

Chas. Pfizer has a long record 
of sales and earnings growth, 
particularly pronounced — since 
1950, and has a continuous divi- 
dend payment record dating back 
over 50 years, A heavy emphasis 
on research has made such a rec- 
ord possible. Pfizer is best known 
for its commanding position in 
antibiotics, having developed ter- 
ramycin, tetracyn, streptomycin 
and sigmamycin, but is the only 
drug concern to have participated 
in three out of four of the in- 
dustry’s major “breakthroughs” 
of the past ten years; broad 
spectrum antibiotics, steroids, 
and tranquilizers. Pfizer was not 
included in the Salk vaccine pro- 
gram. The company’s outstand- 
ing research efforts are high- 
lighted by noting that over 90% 
of sales now come from products 
unknown at the end of World 
War II. Pfizer’s operations are 
divided broadly into five divi- 
sions. The 1957 sales breakdown 
is as follows: the Chemical Divi- 
sion (20%) manufactures vita- 
mins, bulk antibiotics, citric acid 
and various industrial chemicals; 
Pfizer Laboratories (28.5%) 
manufacturer of antibiotics; Ag- 
ricultural Sales Division (8%) 
produces antibiotic and vitamin 
fortified feed supplements; the 












National 
Distillers 
and 
Chemical 
Corporation 





DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
25¢ per share on the outstanding 
Common Stock, payable on De- 
cember 1, 1958, to stockholders 
of record on November 10, 1958. 
The transfer books will not close. 
PAUL C. JAMESON 
October 23, 1958 





Treasurer 








Uniteo States Lines 


Company 
Common 
Stock 
DIVIDEND 





The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable December 5, 
1958, to holders of Common Stock of 
record November 14, 1958 


WALTER E. FOX, Secretary 
One Broadway, New York 4, N. Y. 





CROWN CORK & SEAL 
COMPANY, INC. 
Cnown) 


PREFERRED DIVIDEND 
The Board of Directors has this day declared 


the Regular Quarterly Dividend of fifty 
share on the $2.00 Cumulative Pre 
of Crown Cork & Seal Company 
1958, to stockholders 


cents 
(50c) per 
ferred Stock 
Inc., payable December 15 


of record at the close of business November 17 
1958. 
The transfer books will not be closed 
WALTER L. McMANUS, Secretary 
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Roerig Division, (6%) handles 
packaged vitamins; and the for- 
eign division which accounted for 
37% of sales. Foreign sales are 
growing more rapidly than do- 
mestic, and Pfizer probably has 
the dominant position in these 
areas. Current research emphasis 
is being placed on drugs to com- 
bat infectious diseases, mental ill- 
ness, heart disease, arteriosclero- 
sis, diseases of aging, cancer and 
many others. This company is en- 
dowed with an exceptionally com- 
petent management which should 
be able to continue the past rec- 
ord in a highly competitive indus- 
try. Earnings for 1958 should 
reach the $4.50 level and the 
stock is currently selling about 
20 times this estimate. —END 





The Grocery Chains 
as Investments Today 





(Continued from page 133) 


60% of which is held by the Hart- 
ford family and the remainder 
by the John A. Hartford Founda- 
tion, and non-voting common con- 
sisting of 936,000 shares, most 
of which is held publicly. Jn 
recent months the stock has risen 
sharply based on rumors of a 
reorganization of the _ capital 
structure which would entail a 
stock split and a public offering 
of the voting shares. In the mean- 
time, the stock appears to more 
than fully evaluate the current 
earnings potential. 

Jewel Tea Company — Of $414 
million of sales for 1957 approx- 
imately 79% was derived from 
retail food sales and the remain- 
der from home service routes. 
Jewel Tea has increased its num- 
ber of stores through a combina- 
tion of construction and acquisi- 
tions and has increased the num- 
ber of units 97% in the past 8 
years. Sales per store are second 
only to Food Fair and have risen 
from just under $1.5 million an- 
nually in 1950 to over $1.8 million 
for 1957. 

During the first half of the 
current year the company opened 
11 new supermarkets and 3 were 
remodeled and enlarged. Three 
older stores were closed, leaving 
235 units in operation. Currently 
31 new markets are in various 
stages of construction and about 
23 of these are to be opened this 
year. Route operations are being 
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expanded in metropolitan residen- 
tial districts and reduced in the 
more sparsely populated areas. 
In common with many other 
chains, Jewel Tea is embarking 
on a major expansion of its ware- 
house facilities, one of which will 
aggregate 700,000 square feet on 
its completion later this year. 

Sales for the first half of fiscal 
1958 increased 5.5% to $231.5 
million, while net earnings rose 
13.8% to $4 million. Per share 
earnings for the first 28 weeks 
were $2.60 compared with $2.30 
for a comparable period last year. 
For the fiscal year ended Decem- 
ber 1958 earnings are estimated 
at about $5 per share compared 
with $4.61 last year. A $2 cash 
dividend has been supplemented 
by a payment of stock. Realiza- 
tion of $5 of earnings this year 
would appear to provide the basis 
for a modest increase in the cash 
dividend. 

The Kroger Co. with sales in 
excess of $1.8 billion annually, is 
the third largest food chain. Its 
market area encompasses the in- 
dustrial middle west and the 
south. The impact of the recent 
recession in the territory served 
together with a seven day strike 
caused a reduction of the spec- 
tacular rate of earnings growth 
that had been reported in pre- 
vious periods. For 1956 Kroger 
earned $4.41 and for 1957 $5.10. 
Earlier this year earnings for 
1958 were estimated at $5.50- 
$5.75. Now, however, it has been 
necessary to trim this figure tc 
$5.25. The dividend has been 
raised to 6714¢ quarterly and 
stock extras are likely to con- 
tinue. 

The Kroger chain consists of 
1,421 stores a decrease of 21 since 
1950. Sales per store, however, 
reflect the move to large efficient 
units and have risen 181% in 
the period to $1.2 million. Profit 
margins have been remarkably 
stable over the long period and 
no change is anticipated. Con- 
struction is estimated to cost $35 
to $40 million annually for the 
next several years primarily for 
new stores but also for warehous- 
ing operations. Kroger has been 
active in acquiring other chains 
including a 44 unit combination 
earlier this year. 

National Tea’s service area in- 
cludes a broad belt in the middle 
west, west and lower Mississippi 
Valley. Through acquisitions and 
construction of new stores 39% 
more stores were added from 





1950 to 1957. In the same period 

sales per store rose 55% to $681,- 
000. For 1958 sales are expected 
to aggregate about $775,000,000. 
Earnings for the current year 
are estimated at $4.15 compared 
with $3.72 last year. The present 
$2.00 is expected to continue. 

Approximately 33% of the 
common stock is owned by Loblaw 
Companies Ltd. and there have 
been recurrent rumors of a con- 
solidation. This prospect adds a 
speculative flavor to the shares. 

Safeway Stores is the second 
largest grocery chain in the coun- 
try and has one of the best rec- 
ords of pre-tax profit margin im- 
provement in the industry. Mar- 
gins have increased from a low 
of .9% in 1951 to 3.1% in 1957. 
Earnings for the year ending 
December 31, 1958 are estimated 
at about $2.60 compared with 
$2.43 in 1957. Per share earnings 
for the first half of the year 
reached $1.18, up 5% from last 
year. 

Most of the company’s 2,000 
stores are located on the east and 
west coasts and in the south west 
portion of the country. At the end 
of 1957, Safeway also managed 
110 stores in southwest Canada. 
The acquisition of Thriftway 
Stores in central Iowa brought 
Safeway into the middle west. 

The company’s long’ term 
growth is expected to continue, 
although at a somewhat slower 
pace since profit margin improve- 
ment has probably reached its 
peak and saturation in some areas 
will slow the growth of sales per 
store in those locations. 

Winn Dixie Stores earnings for 
the year ended June 1958 were 
$1.95 compared with $1.71 for 
the previous twelve months. For 
fiscal 1959 earnings might rise 
to about $2.25. Dividends are at 
$1.08 annually and no important 
change is anticipated. 

END 





Speculative Companies that 
have been been Stealing the 
Headlines 





(Continued from page 139) 


much of its competitive ad- 
vantage. 

The same type of warning ap- 
plies to Minute Maid, another re- 
cent speculative favorite. Earlier 
this year, Minute Maid sold as 
low as $5 per share, yet in recent 
weeks the stock has been pur- 
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chased aggressively up to $18 per 
share. Moreover, at first glance 
the price increase appears com- 
pletely justified especially in view 
of the $1.95 per share the com- 
pany earned in the first 9 months 
of its 1958 fiscal year. In the 
same period last year, Minute 
Maid reported a deficit of 56¢ 
per share. 

Closer examination, however, 
reveals that the major portion of 
this year’s profits increase can be 
traced to the disastrous freeze 
last winter which killed off much 
of Florida’s citrus crop and re- 
moved the over-supply of oranges 
that has been plaguing the 
“juice” producers for the last 
séveral years. 

The company has been work- 
ing hard to stabilize its volatile 
earnings—and may succeed in 
time. But in the meantime today’s 
eager stock buyers may find that 
one “seasonal” year may be 
enough to play hob with the 
price of frozen orange juice. 

Among the most interesting of 
the speculative market leaders in 
Litton Industries, which has an 
almost unmatched record of spec- 
tacular growth. Only 5 years ago 
the company was started by three 
engineers who left Hughes Air- 
craft. Yet today, after obtaining 
the backing of a major invest- 
ment banking house, Litton has 
skyrocketed —through some 
eighteen mergers—into the $100 
million sales class, and further 
growth seems inevitable. 

Yet for the average investor 
Litton has scant appeal at $80 a 
share, or almost 40 times this 
year’s anticipated $2.10 per share 
earnings. For one thing no divi- 
dends have been paid, and in 
view of the need for cash to fi- 
nance this extraordinary growth, 
it is unlikely that any will be paid 
in the near future. For another, 
many of the company’s acquisi- 
tions have been financed through 
debt, which now totals almost 
$12 million in long term obliga- 
tions and $23 million in short 
term notes. Such top heavy capi- 
talization can sap earnings quick- 
ly if sales turn downward for 
even a brief period. 

Undoubtedly Litton, with wide 
participation in many exciting 
fields such as missilry, electronics, 


navigational devices, etc., will 
continue to attract attention. 
Nevertheless at current prices 


the market is discounting too 
much of the company’s future 
for comfort. 
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Dividend Magic 


Curiously, one of the stocks 
with the most legitimate reasons 
for increasing in price is Mohasco 
Industries, a long ignored stepchild 
in the market. For several years 
the company’s poor earnings re- 
cord, plus its place in the unspec- 
tacular carpet textile field, caused 
the stock to be virtually ignored. 
Of late, however, this situation 
has changed considerably as the 
stock has risen from a low of 
around $4 to a recent price of 
$12 per share. 

This year, Mohasco’s earnings 
should rise to above $1.30 per 
share for the highest return in 
more than eight years. As a re- 
sult, dividend arrears on the pre- 
ferred stock will probably be 
cleared up by year-end, paving 
the way for payments on the 
common shares in 1959. The ar- 
rears may be cleared through 
direct payment or via the recapi- 
talization route, but in any event 
the first common payments since 
1955 seem assured. 

Another company that has at- 
tracted attention because of a 
more certain dividend picture is 
Avco Manufacturing, which has 
been among the heavy volume 
items in the market lately. In 
short order the stock has jumped 
from $5 to $10 as increased earn- 
ings have assured continuance of 
the recently instituted 10¢ quar- 
terly dividend. Although 60 per- 
cent of Avco’s earnings stem 
from defense subcontracting, 
substantial progress has _ been 
made in building up a non-mili- 
tary line of farm equipment, and 
a profitable home-appliance divi- 
sion. Avco’s earnings are too er- 
ratic for the average investor, 
but the apparently safe 40¢ di- 
vidend does provide some value 
basis for part of the advance. 


Summary 


Despite the few instances of 
real progress, most of the activi- 
ty in the market’s speculative 
leaders is based more on hope 
and speculative fever than any 
other reason. Textron, which has 
been in vogue lately, has fre- 
quently spurted because of specu- 
lative interest in its acquisition 
record. Loew's, despite some earn 
nings betterment this year, re- 
flects an internal battle over re- 
organization rather than earn- 
ings and dividend factors; and 
Reynolds Metals is still enjoying 








SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 79 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able December 12, 1958 to 


close of business on Novem- 








| 
| stockholders of record at the 
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ber 28, 1958 
H. D McHENRY | 
e President and Secretary 
| Dated: October 25, 1958 ! 
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COLUMBIAN 


CARBON COMPANY 


One-Hundred and Forty-Eighth 
Consecutive Quarterly Dividend 


A regular quarterly dividend of 60 
cents per share on the Capital Stock of 
the Company will be paid December 
10, 1958 tostockholders of record at the 
close of business November 14, 1958 


RODNEY .\. COVER 
Vice-President— Finance 











DIVIDEND NOTICE 
SKELLY OIL COMPANY 


~ 


: A. cash dividend of 45 cents 
per share on the common 
<QRELLY stock of the Company, pay- 
\or able Dec. 5, 1958, to stock- 
° holders of record at close 
of business Oct. 30, 1958. 

LOUIS B. GRESHAM, 

October 21, 1958 Secretary 


The Board of Directors to- 
day declared a quarterly 














<= DIVIDEND NO. 76 
Hudson Bay Mining 
and Smelting Co., Limited 
4 Dividend of seventy-five cents 
($3.75) (Canadian) per share has been 
m the Capital Stock of this 
Company, payable December 15, 1958 
shareholders 
s on November 14, 1958 


declared « 


! Dusines 


of record at the close 


F. McCARTHY 


Treasurer 


















You can’t carry an 
electronic computer but you 
CAN carry Curta the Unique 
mechanical calculot-r. Solves 
all your CALCULATING pro 
blems FAST, ON THE SPOT! 


At your Dealers or 


THE CURTA COMPANY 
2735 W. North Shore Ave 
Chicago 45, Ill. Literature Free 
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the benefits of its contracts with 
the government for aluminum 
under the now defunct stockpil- 
ing program. 

A few issues of this type may 
star in any market. But when 
they begin to dominate the lists 
of most active stocks, it is a sure 
sign that traders are at a loss 
for better quality issues to deal 
in. The investor stands a much 
better chance of being burned, 
than of being benefitted by such 
issues. Such issues are more 
suited to speculators—and _ to 
those professionals who buy for 
a turn. END 





United States on Road 
to Socialism 





(Continued from page 115) 


cated to the proposition that 
labor has the right to organize 
and bargain collectively, enumer- 
ating rights of unions to be free 
from employer interference or 
domination, providing the me- 
chanics for union complaints 
against management and setting 
up a federal procedure to try 
such complaints. It was a labor 
“relations” act and the tribunal 
was a labor “relations” board. 
But an employer could not file a 
complaint and have the oppor- 
tunity to prove that labor abuses 
were straining the “relations.” 
With the New Deal still riding 
high, attempts to inculcate equity 
into the Board’s operations failed 
in several legislative tries. When 
World War 2 broke, most of the 
functions of NLRB were taken 
over by the War Labor Board. As 
must be the case in time of war, 
state lines were obliterated “for 
the duration.’’ But the war 
served to cement more firmly the 
notion of centralized surveillance 
over purely local matters: The 
Wage Stabilization Act, the 
War Labor Disputes Act, and the 
War Manpower Act determined 
on the federal level where a per- 
son worked, at what job, how 
many hours, and at what com- 
pensation. 


Management Has to Fight For its 
Constitutional Rights 


In 1947 the Taft-Hartley Act 
was passed and management 
looked forward hopefully to a 
new deal with the capital letters 
missing. It was a much fairer 
statute than the Wagner Act, but 
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its administration still was in the 
hands of a national Administra- 
tion lined up with the labor 
unions and beholden to them for 
votes. It was necessary for man- 
agement to go to the Supreme 
Court of the United States to 
establish its constitutional right 
of free speech—to present its 
side of pending labor disputes for 
example. 


The advent of the Taft-Hartley 
Act did nothing to restore the 
constitutional lines between fed- 
eral and state jurisdiction. In 
fact a series of Board decisions 
continuing up to the present day 
has resulted in nationalization of 
labor-management affairs to a 
degree unknown in Wagner Act 
days. The body of constitutional 
law built up over a century, 
which defined interstate com- 
merce to the satisfaction of lay- 
man and lawyer alike, was tossed 
aside: sweeping the floors in a 
factory which manufactures 
goods for interstate commerce, 
now placed the janitor in the 
ranks of workers “employed in 
interstate commerce.” So the fed- 
eral statutes reached down to 
gather under the wing of their 
jurisdiction scores of occupations 
and millions of workmen who 
must now look to Washington for 
decisions on labor-management 
incidents affecting them. 


An attempt to inject basic con- 
stitutional principle and plain 
common sense into the situation 
was short lived. The Eisenhower- 
appointed NLRB pondered the 
problems for several years then 
reached a decision: The purposes 
of the Act would best be served, 
and respect given the precedents 
of the courts, the Board said, if 
jurisdiction were returned to the 
states in local labor disputes 
involving less than stated 
amounts of annual business done 
by the company involved. The 
amounts varied with the nature 
of the business involved, its an- 
nual gross income, etc. This was 
a step away from federalization. 
A few months ago, Congress 
directed NLRB to revise the rule, 
recapture its former jurisdiction 
in all but a relative handful of 
cases. AFL-CIO and all the labor 
locals had set up a how! of pro- 
test. They had lived with central- 
ized control, profited by it, and 
proposed to remain with it. 
NLRB bowed to the demands of 
Congress which merely reflected 
the dictates of labor. 


The Wage Labor Act was 
passed in 1938 “to establish mini- 
mum living standards for work- 
ers directly or indirectly in inter- 
state commerce and to abolish 
oppressive child labor.” The law 


provided an initial minimum 
wage of 25 cents an hour and a 
44-hour maximum work-week 
with premium pay after that 
number of hours. Now the work 
week limit is 40 hours and mini- 
mum pay is $1 an hour. Under the 
provisions of the later-passed 
Walsh-Healey Act, work per- 
formed on Federal procurement 
contracts, whether interstate or 
not, is subject to the same regu- 
lations. This has had the effect of 
federally-fixing labor standards 
for a minimum of 25 per cent 
of the employment in the United 
States, including all persons 
working for defense contractors. 
This year a legislative attempt 
was made to blanket in purely 
local occupations such as retail 
store clerking, theater usher jobs, 
farm hands — to place another 
10 million persons under Federal 
rules as to their wages and hours. 
This extension of Federal controi 
over what was formerly a state 
function failed because a Senate 
committee couldn’t agree on the 
number to be blanketed in, not 
because of any desire to limit 
extension of Federal jurisdiction. 


Federal Highway Construction 


One of the most striking 
switches from local to Federal 
responsibility is the function of 
highway construction. When traf- 
fic was almost wholly local, cities 
and towns built and maintained 
roads. The automobile changed 
that. The system of Federal-aid 
for highways became burdened as 
the nation grew and the cost was 
shifted back to the states, al- 
though Federal-aid continued as 
a means of coping with extraor- 
dinary situations. After World 
War 2, Congress enlarged the 
program, giving attention to ex- 
press highways connecting large 
cities and interstate in character. 
In 1956, Congress enacted the 
Interstate Highway System of 
41,000 miles, 90 per cent of which 
will be paid for out of Federal 
funds — funds which will come 
from the only place Treasury rev- 
enues can originate, namely, the 
pocket of the local taxpayer. 


The trend toward federalizing 
the highway system has been 
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gathering speed more in recent 
years than earlier in the century. 
Today 700,000 miles out of a 
total of 3,300,000 miles of high- 
way in the United States is eligi- 
ble under one or more of several 
“Federal-aid” plans: Interstate 
Highway System, in which $9 
out of each $10 is sent from 
Washington; Primary Federal- 
aid and Secondary Federal-aid 
ystems in which Washington 
pays one-half the cost; and 
special urban extension which 
has a varied pattern of federal 
participation. 


When the interstate grid was 
jlueprinted estimates were made 
.\s to the cost for the entire 41,000 
niles. These were submitted to 
‘ongress. They have been junked: 
n two years wage and material 
nflation has boosted the cost by 
0-12 per cent or, conversely, has 
‘educed by that percentage the 
imount of mileage available with- 
n the original sights. 


The Federal Government dic- 
tates where the roads will be 
built. Not directly but by a veto 
power — refusal to participate 
unless its notions coincide with 
local programming. Obviously 
this results in less than complete 
local control, less than absolute 
say as to what portions of a state 
shall be improved by the new 
transportation, what will be by- 
passed or “left in the hollow.” 


Through the years the relative 
positions of federal and state con- 
tributions to highway construc- 
tion have almost completely 
switched. The interstate program 
of 41,000 miles will send the pro- 
portions farther off keel. Starting 
with 1955 and carrying through 
a projection to 1962, here are the 
grant totals for road building and 
the percentage coming out of 
Washington: 


1955, $4,350 million (15.2 per 
cent) ; 1956, $5,013 million (15.4 
per cent); 1957, $5,659 million 
(22.4 per cent) ; 1958, $6,202 mil- 
lion (29.3 per cent) ; 1959, $7,051 
million (39.9 per cent); 1960, 
$7,341 million (41.1 per cent) ; 
1961, $7,728 million (42.5 per 
cent) ; 1962, $8,092 million, 42.4 
per cent.) 


In 1902 the Federal Govern- 
ment collected 38 per cent of 
taxes imposed in this country, and 
State and Local Governments 
collected 62 per cent. Since that 
time, there have been World 
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Wars and the Korean action, plus 
a depression which spurred 
thinking along lines of a power- 
ful central government, with tax 
collection methods revised to 
make centralization possible. In 
1956, the Federal Government 
collected 72.3 per cent of the tax, 
and State and Local governments 
took 27.7 per cent. The change is 
depicted in an accompanying 
chart, showing the allocation be- 
tween local and federal tax col- 
lections for selected years. 


High Cost Federal Spending 


The Federal Government lends 
money to rural cooperatives for 
construction of electrical and 
telephone systems and charges 
interest at the rate of 2 per cent. 
But the Treasury pays 34 per 
cent to get the money to pass on 
for such loans. Outstanding 
loans to these cooperatives aggre- 
gate $3 billion. This means a loss 
of $45 million a year on interest, 
plus $7 million annually for Rur- 
al Electrification Administration 
supervisory costs. And the bill 
goes to the taxpayers whether 
they are in served areas or hun- 
dreds of miles away. 

When the central government 
sets itself up in a regional power 
production and distribution pro- 
gram at a cost of $200 million 
with the understanding that the 
cost will be repaid out of earn- 
ings, the taxpayer is licked at 
the start: about $50 million will 
be charged off, non-repayable, 
as a grant for incidental benefits 
such as flood control, fish and 
wildlife, recreation, etc. And a 
$150 million, not $200 million, 
base is used for computing lower 
rates to consumers. 


On the education front, a $900 
million Federal loan-grant pro- 
gram was enacted this year. And 
those who have been pressing for 
Washington intervention in state 
and local responsibility for 
schools, clearly acknowledge that 
this was a prelude to a redoubled 
drive in the next session for 
permanent Federal subsidies to 
pay school teachers salaries and 
to finance classroom construction. 


NOTE: 


Our next issue will bring you the 
concluding instalment of this care- 
ful analysis of the road to central- 
ization. 
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MANAGEMENT AND CIRCULA- 
TION OF 
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stockholders and security holders who do 
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as trustees, hold stock and securities in & 
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For Profit and Income 





(Continued from page 141) 


Crossing Due 

American Chicle, second larg- 
est maker of chewing gum, will 
earn close to $6 a share this year, 
a new peak, up from 1957’s $5.62, 
even though the latter included 
$0.71 a share of accumulated 
back dividends from non-consoli- 
dated foreign subsidiaries. Wrig- 
ley, the largest company, may 
net around $5.20 a share, off from 
1957’s $5.54. That would be over 
17% less than this company’s 
peak profit of $6.30 a share 
reached as far back as 1949. The 
indicated gain in net of Ameri- 
can Chicle since 1949 is around 
100%, Dividends should exceed 
1957’s $3.50 total. Wrigley’s 1957 
total payments of $4.50, cut from 
$5 in 1956, might be pared fur- 
ther to $4. Chicle is now at 81, 
Wrigley at 85. With per-share 
net now above Wrigley’s for the 
first time, American Chicle stock 
should in no great time sell above 
Wrigley. The basis for our earlier 
advice of a switch from the lat- 
ter to the former has become 
stronger, 


Tax Selling 

Tax-selling pressure on the 
stock market figures to be far 
lighter this year than it was in 
the November-December period 
of last year; but there will be a 
great deal of it in bonds and pre- 
ferred stocks, which are down 
considerably from earlier highs. 
Moreover, candidates for tax-ad- 
justment selling among common 
stocks are by no means scarce, 
even though they are fewer than 
a year ago. Scores of equities are 
off 25° or more from earlier 
highs, You should examine your 
portfolio for possible desirable 
tax savings by taking some prof- 
its and taking some losses to off- 
set tax liability on gains, or tak- 
ing some losses as a partial off- 
set to income taxes. In the pro- 
cess of doing so, more investors 
than not probably can effect some 
qualitative upgrading of  port- 
folios. 


Long-Dividend Payers 

Lists of companies which have 
paid continuous dividends for 25 
years or more are frequently com- 
piled and published by brokers 
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or others. If you pay any atten- 
tion to them, it would be well to 
do so with discrimination. The 
present and the future mean far 
more than the past. In the case 
of a cyclical stock, a long divi- 
dend record does not mean much 
if payments were small in the 
lean years. A nominal payment 
may be made merely to preserve 
a continuous record. Thus, Penn- 
sylvania Railroad recently voted 
25 cents, probably about equal to 
1958 earnings if not somewhat 
below them, to maintain a con- 
tinuous record which dates back 
to 1847. It does not change the 
fact that the stock is a specula- 
tion of sub-average quality. 


Offbeat 

Speculators seem to think any 
company concentrating on an 
“economy” car is bound to make 
a lot of money. Witness huge per- 
centage advances in American 
Motors, Checker Motors and 
Studebaker-Packard, compared 
with an about-average perform- 
ance by General Motors and the 
poor behavior of Chrysler and 
Ford. The Big Three will be mak- 
ing economy cars also in no great 
time. That will not be too profit- 
able for them, but it can make 
the competitive going plenty hard 
for the earlier starters in this 
field. END 





Continuing Developments in 
America’s International Oil 
Industry 





(Continued from page 129) 
Nasser Ejects U. S$. Oil Company 


The stakes for oil companies 
abroad are huge. But so are the 
risks. One recent case where they 
did not pay off is to be found in 
the United Arab Republic’s prov- 
ince of Syria. There, a Syrian- 
born American oil man, J. W. 
Menhall, together with Atlantic 
Refining, had held an exploration 
permit since before Syria became 
part of Egypt. About a year ago, 
the Menhall group found Syria’s 
first commercial oil well. Several 
additional wells were drilled, all 
of which were successful and in- 
dicated the existence of a fairly 
sizeable oil field. 

When the United Arab Re- 
public was founded, Menhall and 
Atlantic Refining officials immedi- 


negotiations with 


ately started 
the new regime for an exploita- 


tion license. Last month these 
negotiations came to an abrupt 
end with a peremptory order by 
the Egyptian government bann- 
ing Menhall from any further 
activity on U. A. R. territory. 
No reason was given and it is 
known that the U. S. negotiators 
were quite willing to make any 
reasonable concessions in order 
to receive their license to start 
production. But whatever the 
reason, this much seems clear: 
an American company has in 
good faith spent several million 
dollars and untold energy to 
locate oil reserves in a country 
where no oil had ever been found. 
When their task was crowned by 
success they were unceremonious- 
ly booted out of the country and 
the fields will probably be nation- 
alized. According to some reports, 
they may be developed with 
Soviet technical assistance. 

A German oil company is still 
drilling in Syria (so far, unsuc- 
cessfully). It is not known 
whether it will meet the same 
fate as the Menhall group. But 
as far as American investments 
are concerned, the United Arab 
Republic must, for the time be- 
ing, be written off as a bad risk. 


Latest Developments In Stanolind- 
Saudi Arabian Negotiations 


A great deal has recently been 
written in the press about a con- 
cession agreement in Saudi 
Arabia for Standard Oil of In- 
diana (Stanolind). The deal was 
to give Saudi Arabia a 60 per- 
cent share of the company’s net 
profit, instead of the standard 50 
percent split. In addition, Saudi 
Arabia was to receive its share 
not only from the income earned 
by the company’s operations in 
the country itself but also from 
all its world-wide refining, trans- 
porting and marketing opera- 
tions, to the extent to which they 
would be based on the utilization 
of Saudi Arabian oil. 

An acceptance of these condi- 
tions by a major American com- 
pany would have meant a serious 
breach of all the standard oil 
agreements in the Middle East as 
well as in Venezuela. It would 
also have given the company a 
major cost disadvantage com- 
pared to the other firms in the 
Middle East. It is no surprise, 
therefore, that Stanolind officials 
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; ‘have recently declared that the 
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ese ff} Arabia were “completely un- 
upt § acceptable”. The negotiations are 
by continuing and there is no doubt 
nn- that the American company is 
her willing to offer somewhat better 
ry. terms than are usual! in the 
is Middle East, in order to break 
ors into this lush oil area. But, ap- 
ny parently it is not willing to give 
ler both an arm and a keg. 
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the steel industry, for example, 
where wage rates were raised 
around the first of July, a full 
month before most price in- 
creases went into effect. 

Another reason, of course, is 
that towards the middle of the 
hird quarter inventory liquida- 
tion slowed considerably, and in 
some industries a rebuilding pro- 
gram was instituted. 

Looking to the fourth quarter, 
it seems certain that earnings 
comparisons will appear excel- 
lent. In part this will reflect 
better business, but it should not 
be forgotten that earnings col- 
lapsed in the last quarter of 1957. 
Thus comparisons will be mis- 


ir: | its concession area to other 
in foreign companies, probably 
on under the same conditions. In 
to fa:t, the new Saudi Arabian oil 
ry la\vw—which is not retrveactive and 
id. dces not in any way affect 
by A-amco operations in Saudi 
S- A: abia—is currently being circu- 
id la ed to international oil circles. 
n- It remains to be seen who, if any 
S, | o: e, will bite under the conditions 
th | offered by King Saud. 
—END 
11 
C- 
n Third Quarter Earnings 
le 
it 
S (Continued from page 137) 
Summation 
c. As was expected, earnings for 
| most companies recovered sub- 
. | stantially from the depressed first 
| and second quarters of this year. 
Ilowever, it is apparent from 
. checking of the table herewith 
: that the recovery has not been as 
; | sharp as anticipated. Part of the 
‘ reason for this is that much of 
A the initial impact of resurging 
, | business was felt in the late 
, | stages of the second quarter, 
| while rising labor costs made 
: themselves felt in the third 
period. This is especially true in 
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leading. In fact, the low level of 
profits last December cut 1957 
earnings substantially, so that 
total earnings this year may not 
be too far behind. This kind of 
tricky comparison has little real 
meaning however. We must 
await business conditions in the 
opening months of 1959 to see if 
earnings and dividends are really 
on the way back to record levels. 
—END 





The Trend of Events 





(Continued from page 107) 


As president and chairman of 
the Trenton Trust Company since 
1937, Mrs. Roebling has shown 
the kind of executive ability 
which should prove valuable to 
the American Stock Exchange. 

In other ages countries have 
known their greatest prosperity 
under women rulers. In England 
there was Queen Elizabeth, the 
First, and in more recent times 
Queen Victoria. In Spain it was 
Isabella, royal business woman, 
who financed Columbus out of 
profits she made from Merino 
Wool, and not through the sale 
of her jewels as has been so fre- 
quently reported. It was her im- 
agination and faith that sent Co- 
lumbus on the route that led to 
the discovery of our land. 

We can cite numerous instances 
of women’s spiritual powers and 
business acumen — because ¢a- 
pacity and brains know no sex. 
The great Christian Science 
movement was founded by a 
woman, Mary Baker Eddy. In 
Wall Street, old-timers still re- 
member Hetty Green, whose 
shrewd investments enabled her 
to leave an estate of over $200,- 
000,000. 

Today, women are top-flight 
executives in industry—in bank- 
ing—in government—in science 
—and in every field—and deserve 
recognition based on merit. 








Answers To Inquiries 





(Continued from page 148) 


1958. After giving retroactive 
effect to a 5% stock dividend — 
49,235 shares — issued on June 
30, 1958, the per share income 
was adjusted to $3.98 for the 
most recent year and $4.78 for 
the previous year. Profit for the 
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QUARTERLY DIVIDEND 


| STOCK DIVIDEND 


The Board of Directors of 
| International Business Ma- 
} chines Corporation has today 
| declared a quarterly cash divi- 
| dend of $.65 per share, pay- 
able December 10, 1958, to 
stockholders of record at the 
close of business on November 
12, 1958. The Board of Direc- 
tors also declared a 242 % stock 
dividend, payable January 28 
1959, to stockholders of record 
on January 6, 1959. 

Cc. V. BOULTON 

Treasurer 

590 Madison Avenue 
New York 22,N.Y 
October 28, 1958 


INTERNATIONAL 


BUSINESS MACHINES 
CORPORATION 











recent year before provision for 
taxes on income was $8,284,280. 

Backlog for Garrett’s manu- 
facturing divisions was listed as 
$120 million of which $29 mil- 
lion or 25° is for commercial 
and foreign sales not directly 
connected with defense business. 
Of the latter figure, $19 million 
is for equipment for the new 
commercial jet airliners. 

Working capital or net current 
assets as of June 30, 1958 were 
$25,052,277 an increase over the 
previous year’s $22,511,206. 

The company paid cash divi- 
dends of $2.00 per share or a total 
of $1,969,436 in addition to the 
5% stock dividend for the year. 

Slightly lower sales and profit 
totals were due largely to econo- 
mic problems resulting from cut 
backs and stretchouts of military 
production last fall. However, 
marked progress has been made 
in economies of operations and 
in firming up manufacturing and 
sales programs to meet competi- 
tion in numerous areas of busi- 
ness. The specialized AiRearch 
product lines are being more 
and more recognized by industry 
and the military as well suited to 
many missile and missile support 
applications. 

Commercial sales are expected 
to increase and the outlook for 
fiscal 59 appears satisfactory. 

—END 
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Oil for the World 
Revised Edition 


By STEWART SCHACKNE 
and N. D’ARCY DRAKE 


The standard primer on petroleum, 
first published in 1950, has now been 
completely revised and brought up to 
date. 

Almost half of the fuel energy used 
in the world today is obtained from 
petroleum and from natural gas, which 
is usually found with petroleum in the 
earth. In the United States about two 
thirds of the fuel energy comes from 
these sources. But the basic facts about 
these important and growing sources 
of power are not widely known out- 
side the oil industry. 

This is a brief introduction to the 
subject of oil, written for the general 
reader and generously illustrated with 
maps, charts, and photographs. It re- 
views the significance of petroleum and 
petroleum products to human welfare 
and world economy, and gives the es- 
sential information about how oil is 
found, how wells are drilled, how the 
crude is transported and refined, and 
how the products are distributed and 
marketed. Although the phases of the 
petroleum industry are highly techni- 
cal, this book makes them familiar and 
easy to approach so that the work of 
the “rock hound” (petroleum geolo- 
gist) or of the driller, the function of 
the “go-devil” in a pipeline or of the 
fluid catalyst in a “cat cracker,” are 
all understood. 

There is information about the im- 
portant oil-bearing regions of the world 
and how this vita] natural resource is 
being made available. The authors 
explain why there will be enough oil 
for hundreds of years; they tell of 
many new products derived from oil 
and of the intensive research to im- 
prove gasoline, fuel oil, and lubricants. 

Oil is seldom seen; it is more often 
smelled. It is found underground in 
porous rock; it flows through pipes 
into tanks and tankers; it remains in- 
visible even in the fuel tank of your 
automobile or your oil burner. But the 
power generated from oil is continu- 
ously and everywhere manifested. The 
purpose of this book is to bring to light 
the hidden parts of the career of oil. 


Harper $2.50 


Horizon 
A Magazine of the Arts 

The second issue of HORIZON, the 
new hard-cover magazine of the arts, 
lives up to the promise of the first 
issue. 

The 19 articles in this issue of the 
bimonthly “magazine of the arts” range 
the world and the centuries to provide 
a great variety of cultural fare. The 
jousting of 13th century knights illus- 
trates the genesis of “sportsmanship.” 
A visit with Robert Frost gives a 
gentle, penetrating view of the poet in 
America. There is an illustrated cri- 
tique of Andre Malraux’s influential 
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philosophy of art, also a trip to Eng- 
land’s great 18th century mansions. 
Gilbert Highet talks of love among the 
Romans. Today’s “nothing plays” come 
in for a sharp look. And other articles 
investigate opera houses, old and new; 
Peter Ustinov; Mme. de Stael; ancient 
sculptures discovered under the sea. 
211 pictured and placed in their rela- 
tions to our present-day American civi- 
lization. 

The November HORIZON’s cultural 
scope is wide, in line with its an- 
nounced concept. As Editor Joseph J. 
Thorndike, Jr. puts it: “We hope to 
enrich the mind and delight the eye 
of any educated reader-no more than 
that. HORIZON has no intention of 
improving him or influencing him to 
do anything special. If we can give an 
alert intellect a chance to wander be- 
yond its usual confines into other ages 
and civilizations, to argue with other 
good minds, to hit upon some intrigu- 
ing points of view-then HORIZON has 
purpose enough.” 

We would say that the Editor’s hopes 
are being fulfilled, judging by the first 
two issues. 


American Horizon Inc. $3.95 
1 yr. (6 issues) $18.0¢ 


Anti-Trust Policies 
By SIMON N. WHITNEY 


To a degree almost unique in the 
modern world, Americans are united 
in support of two fundamental propo- 
sitions — the value of competition in 
business, and the need for government 
watchfulness to preserve it. 

Central to this philosophy are our 
antitrust laws — the original Sherman 
Act of 1890, and the Clayton, Robin- 
son-Patman and other Acts and policies 
which we have added since then. 

Here is an incisive, impartial and 
authoritative survey, industry by in- 
dustry, of what has actually happened 
in twenty fields. Included are such 
memorable and precedent-setting cases 
as the dissolution of the Standard Oil 
and American Tobacco Companies in 
1911, the consent decree in the meat 
packing industry in 1920, the “divorce- 
ment” decree in the motion picture in- 
dustry in 1948, and other notable in- 
stances. The record of experience in 
twenty different industries is set forth 
clearly and in nontechnical language, 
so that it may be comprehended by ex- 
pert and layman alike. The study con- 
tains a concluding chapter which is a 
policy statement by the Twentieth 
Century Fund’s Committee on Anti- 
trust Policy. 


20th Century Fund 2 Vols. 


The Mountain Road 


By THEODORE H. WHITE 

The time is 1944. 

The setting: East China in flames. 
The characters: a New England major 
with his first command — a tough and 
surly American demolition unit iso- 
lated in the great China retreat of that 
turbulent year; Su-Piao, a strong and 
beautiful Chinese woman educated in 


$10.00 


oefoeloesoclostoetoctoetoeten: 


oafoafoetoecoetoetoetoetoeteetoetee to: 


a 
‘acd 


oegeetoetoetos’ Soefoeteeloeloeloeloetoetoetoetoetee’s 


oreo errata esos toe te efoeloatoe roel 


Kk * 


‘natectoctoctectoctectoctoctectoctectoctoctectoctects st, 
Soet POP 0,000 8080000 00 00 00 oe eee eee alee eel ete 


America, who must join them over his 
protest; and Kwan, a frosty Chinese 
colonel who loves his country but must 
help ravage it. 


The story of their adventures in one 
violent week on the only road into the 
mountains marks Theodore White's 
emergence as a major novelist. 


William Sloane Associates $3.95 


The Affluent Society 

By JOHN KENNETH GALBRAITH 

In this important book a literate and 
versatile economist closely scrutinizes 
current ideas and attitudes in econom- 
ics. He shows that they were workel 
out for a world far different from our 
own. This was a world of bleak poverty 
and one in which, except for a favored 
few, any other condition was unimag- 
inable. Professor Galbraith shows how 
imperfectly and reluctantly the ideas 
appropriate to this world have been 
modified for application to the very 
different world — The Affluent Societ; 
— in which we live. 


The consequences are great. We ar: 
committed by obsolescent thought to : 
tense and humorless pursuit of good 
and to a fantastic and potentially dan 
gerous effort to manufacture wants a: 
rapidly as we make goods. We are im 
pelled to invest too much in things anc 
not enough in people. We threaten the 
stability and integrity of our society — 
what the author calls the social balance 
— by producing too much of some 
things and not enough of others. We 
are less happy than we might be and 
we jeopardize our safety. 


This book was completed in the same 
month that the first Sputniks took tc 
space. Anyone who is concerned as to 
why we failed in this scientific race — 
and could fail again — will find the 
deeper explanation here. More impor- 
tant, he will see how we can make 
more rational use of our great re- 
sources and, in so doing, better insure 
our safety and our happiness. 


This book makes no effort to avoid 
controversy. The author notes that it 
will strike “an uncouth note in the 
world of positive thinking.” A reader 
has described it as a “practiced effort 
in the ripping open of stuffed shirts.” 
But while the author uses criticism, 
irony, ridicule — and humor — to 
make his case, this is not an exercise 
in polemics. It is a carefully reasoned 
economic treatise. It is meant for 
people; who want to understand Amer- 
ican and Western society. 

Readers of Professor Galbraith’s 
earlier books — American Capitalism 
and The Great Crash, 1929 — know 
that he has no difficulty in speaking 
both to his fellow economists and_ to 
the general reader. So it is here. Dif- 
ficulties are not evaded. But the lan- 
guage is kept simple even though the 
problems are not. Every literate Amer- 
ican can read this book, which may 
well represent a turning point in eco- 
nomic attitudes and ideas. 


Houghton Mifflin $5.00 
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4.92 Points 


Profits Available 


On 18 Forecast Reeommendations 
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SOUND PROGRAM 
FOR 1958-59 


A FULLY ROUNDED SERVICE 


For Protection— Income—Profit 


There is no service more practical . . . more 
definite . . .more devoted to your interests 
than The Forecast. It will bring you weekly: 
Three Investment Programs to meet your 
various aims . . . with definite odvices of what 
and when to buy and when to sell. 


Program 1—Top grade stocks for security and 
assured income with excellent ap- 

preciation potentials. 

Program 2 — Special dynamic situations for sub- 
stantial capital gains with large 
dividend payments. 

Program 3 — Sound stocks in medium and lower- 
priced ranges to be recommended 
at under-valued prices for sub- 
stantial gains. 


Projects the Market .. . Advises What Action to 
Take . .. Presents and interprets movements by 
Industry of 46 leading groups comprising our 
broad Stock Index. 


Supply-Demand Barometer . . . plus Pertinent 
Charts depicting our 300 Common Stock Index 
. . -» 100 High-Priced Stocks . . . 100 Low-Priced 


Stocks; also Dow-Jones Industrials and Rails 
from 1950 to date. 

Technical Market Interpretation . . . up-to-date 
data, earnings and dividend records on securi- 
ties recommended. 

Telegraphic Service .. . If you desire we will 
wire you our buying and selling advices. 
Washington Letter—Ahead-of-the-News interpre- 
tations of the significance of Political and Legis- 
lative Trends. 

Weekly Business Review and Forecast of vital 
happenings as they govern the outlook for busi- 
ness and individual industries. 




















an September 15, 1958 audit shows that considering all 18 of 
the stocks currently being carried in The Forecast — net profit of 
492% points is available from prices at which we originally recom- 
mended them. 


This includes some issues which have really only begun to discount 
their strategic position and special promise for the period ahead, for 
which they were chosen. 


JOIN IN OUR NEW PROGRAM — LOOKING TO 1959 


By acting now—you can share in our new investment campaign 
which has just started. Our analysts have singled out three excep- 
tional issues in strong companies. All have maintained high earn- 
ings and dividend levels—are selling well below their highs—able 
to hold their own and make further gains over the longer term. 


By enrolling now you will receive the names of all our new and 
coming recommendations, Once you buy them you will have the 
security of knowing that we will advise you from week to week in 
our bulletins just how long each stock should be retained—when 
to take profits and where and when to reinvest. 


This supervision is provided for every Forecast bulletin recom- 
mendation so you will never be in doubt concerning. your position. 


ENROLL NOW — STRENGTHEN YOUR ACCOUNT 


Mail your enrollment today with a list of your holdings (12 at 
a time). Our staff will analyze them and advise you promptly which 
to retain—which are overpriced or vulnerable. By selling your least 
attractive issues you can release funds to purchase our new selections 
and coming opportunities as we point them out to subscribers. 





SPECIAL OFFER—Includes one month extra FREE SERVICE 








Mail Con on r 


as THE INVESMENT AND BUSINESS FORECAST 
4 of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


[) $75 for 6 months’ subscription: [) $125 for a year’s subscription 


SPECIAL OFFER 





I enclose 











(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 








MONTHS’ SPECIAL MAIL SERVICE ON BULLETINS 
SERVICE $75 Air Mail: [) $1.00 six months; [) $2.00 [) Telegraph me collect your Forecast rec- 
one year in U.S. and Canada. ommendations . . . When to buy and 
| MONTHS’ Special Delivery: [) $7.80 six months: when to sell . . . when to expand or con- 
[| $15.60 one year. tract my position. 
SERVICE $125 . 
Name 
Complete service will start at Address 
once but date as officially be- City 
ginning one month from the day State Ly 
your check is received. Sub- Your subscription shall not be assigned at List up to 12 of your securities for our 
scriptions to The Forecast are any time without your consent. initial analytical and advisory report. 
deductible for tax purposes. 
NOVEMBER 8, 1958 159 
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A Personal Service...For The Investor 


With Securities Worth $70.000 or more 


7 
wy) he recession has bottomed out! Glad tid- 
ings of a pick-up in numerous companies is 
being welcomed. Yet, drab news of continuing 
slack — even further earnings decline is still 
appearing elsewhere. 


This is truly a time when every security you 
own will require careful reappraisal. 


You will want to sell or avoid issues that 
have now advanced to prices not justified by 
1958-59 prospects — issues that may be hit by 
the increased wave of 1958 dividend casualties 
— companies losing out in the competitive 
race. 


You will want to buy and hold companies 
financially strong with the managerial ability 
to secure a full share of defense orders, pub- 
lic works contracts, huge consumer spending. 
Their earnings-dividend outlook may also be 
brightened as beneficiaries of amazing new 
scientific achievements and_ technological 
achievements. 


With business and security prices in the 
throes of adjustment to new conditions, you 
have much to gain from Investment Manage- 
ment Service—which has successfully aided 
investers in markets of every type to protect 
and !,uild their capital and income . . . looking 
to future financial independence. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account . . . advising retention of those 
most attractive for income and growth... . 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 


make substitute recommendations in com- 
panies with unusually promising 1958 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of vour holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obtainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
ach transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes, considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








be ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee ... and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THe Macazine oF WALL Street. A background of fifty years of service. 


90 BROAD STREET 


NEW YORK 4, N. Y. 





Laboratory: 4 acres square, 12 inches deep 


Last year, this was just another tobacco patch. 
This year, it’s a carefully cultivated, closely 
watched field laboratory for experimental strains 
of tobacco. 

The new strains are developed (many each 
year) in Federal and State Agricultural Experi- 
inent Stations. The crops are grown on typical 
farms—under the scrutiny of both government 
and American Tobacco Company scientists. And 
both groups take tobacco samples for study. 

At American Tobacco’s Research Laboratory 
in Richmond, the test crops are analyzed and 


compared with standard varieties. Results are 
sent to the government scientists who first de- 
veloped the strains. If a strain proves successful, 
complete information is disseminated by the 
government throughout tobacco land. 

Similar programs have been carried on since 
1947, when American Tobacco became the first 
company to cooperate with the government for 
tobacco research. Our own research activities 
started back in 1911. They’re part of our policy 
to learn all there is to know about tobacco—and 
then put that knowledge to good use. 
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